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; “The value of a 
professional publication...”’ 


says Charles W. Hamilton, president, Trust Division, A.B.A. 


“Rests in their quick dissemination of news, 
T of opinions, of ideas. The specialist in any field is apt 

to become engrossed in the performance of his 
daily routines, and without professional magazines 





he might even become isolated from other 
“ specialists in his own field. 




















“In almost each field a necessary 
cross-pollenization of ideas takes place through 
professional publications. No longer is 
anyone, so to speak, off in the woods by 
himself. Now we can all keep 
abreast of trends and changes. 












b= 
ba 
“No profession can make its 
standards too high, and these publications 
are one very great means for keeping 
those standards high. 
ve 
THE NATIONAL BAN kh OF 
aa “T am sincerely interested in the COMMERCE 
role of the professional publication, 
i , : OF HOUSTON 
interested in seeing that 
they get all the support we EXPANDING NOW TO MAIN, RUSK, TRAVIS AND CAPITC 
can give them.” MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
6 R. P. Doherty, Chairman of the Board «¢ Chief Executive Officer 
q. Marvin K. Collie, President 


Charles W. Hamilton, Senior Vice President ¢ Trust Officer 
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rs Whenever there is a change in a corporation’s 
; a : capital structure, the sound advice of a businessman’s | 
“" bank is essential. For example, one of the primary 
functions of our Corporate Trust Division is to act as trustee - 


when a corporation issues bonds. Our duties cover the broad range of 


assuring proper performance of the agreements made between the 





corporation and the holders of the securities. } 
This Bank also serves as... stock transfer and dividend disbursing agent 

... registrar or co-registrar ... depositary under syndicate and reorganization | 
agreements and custodian of or agent for the handling of securities. 
Explicit information regarding any of these functions as they pertain to your 

own or your clients’ particular corporate situation will be gladly given at j 

any time—without obligation. Just write, use The Bank Wire, or phone ara 


FRanklin 2-7400. 


TRUST DEPARTMENT 


CITY NATIONAL BANK * 


AND TRUST COMPANY of Chicago... 
208 SOUTH LA SALLE STREET 
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Diversitas-your clavis 








to low-cost pension plans 


A portfolio that is truly diversified is one of the 
fundamental keys to low-cost retirement plans. Only 
a carefully chosen variety of stocks, bonds, and 
other investments can give you assurance of an 
earnings curve that will match a moving economy. 


This means two things: 1) when living costs rise, 
and pension plans must be revised upwards, the 
money will be there to meet the demand; and 2) 
the more money a plan earns, the less the company 
will have to contribute out of its own earnings, and 
the lower its costs will become. 


The trick, of course, is to find somebody with 
enough experience to build such a folio and enough 
time to pursue it. Here The Bank can help. The 
First is busy enough in our country’s commerce to 
have highly valuable investment information come 
to it regularly, and it’s big enough to maintain a 
separate group of specialists that handle nothing 
but pension and profit-sharing funds. 


Give us a call the next time a client needs a plan. 
You know our motto: “Vos leges vigilate et nos 
pecunias custodiemus.”’ 


The Trust Department 


The First National Bank of Chicago 


Dearborn, Monroe and Clark Streets - Building with Chicago since 1863 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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DETROIT PUT ON A FINE SHOW for those at- 
tending the recent Mid-Continent Trust 
Conference and provided a couple of inno- 
vations that proved of outstanding popu- 
larity, probably setting a precedent when 
conventions are held in other cities of 
industrial interest. Field trips were ar- 
ranged to plants and laboratories of three 
big companies, and informal discussion 
meetings were held at which trust men 
could query the top financial officials of 
several leading corporations. Illustrative 
of the talks made at these "meetings with 
industry," that of the treasurer of Amer- 
ican Motors is published at p. 1224; the 
conference report starts at p. 1186. 


WITH ALL STATES NOW HAVING ADOPTED 
either the Uniform or Model Gifts to 
Minors Act, the issue of a new Revenue 
Ruling on the eState, gift and income tax 
consequences of such transfers is timely. 
In Rev. Rul. 59-357 the Internal Revenue 
Service incorporates its earlier separate 
rulings on the three taxes as applied to 
gifts under the Model Act and extends them 
to transactions under the Uniform Act. One 
Significant addition provides that trans- 
fers made by the donor in contemplation of 
death within three years thereof are in- 
cludible in his taxable estate. It is made 
clear, however, that only in this situa- 
tion and where the donor is also custodian 
and dies as such will the assets be taxed 
in this estate. 


PENSION FUNDS ARE CREATING NEW CONCEPTS 
which are transforming our society into a 
"paraproprietal" one where division of 
legal and equitable ownership are placing 
great power in the hands of the trus- 
tees, according to Father Paul Harbrecht 
in his new study "Pension Funds and Eco- 
nomic Power" just published by the Twen- 
tieth Century Fund. He asserts that such 
funds are purchasing 25% of all new stock 
offered — more than the number of shares 
bought by all individuals, investment com- 
panies or any other group of investors, 
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and that this unwittingly "socializes the 
wealth of capitalism" and gives a few men 
in financial institutions power that could 
"make or break the market tomorrow"..eees 
One analysis of the buying and selling 
practices of the 300-plus banks operating 
Common Trust Funds will quiet any fears of 
concerted market pressure on individual 
equities, as will recognition that they 
are spread over 675 different corporations 
and only eight are held by more than half. 
Obviously, the last things the trustees 
want is a make-or-break market......Fr. 
Harbrecht estimates non-inSured pension 
funds at nearly $40 billion now, at $80 
billion or so in ten years, and says that 
such funds "free man from a lifetime of 
labor for human development." His search- 
ing questions merit and wi’ receive much 
consideration and discussion. 


DUAL OR MULTIPLE COMMON TRUST FUNDS are 
the trend. In 1942 one trust institution 
had an equity fund and a "balanced" fund. 
Today 45 banks are operating Common Trust. 
Funds in various combinations to provide 
proportions of equity and fixed income 
investments suitable to the individual 
trust account. A round-up of opinion from 
banks with more than a year's experience 
in this type of operation shows unanimous 
Satisfaction. Details at p. 1207. 


PROPOSED REGULATIONS ON INTEGRATION of 
pension plans and Social Security, to re- 
flect the increase to $4,800 in the lat- 
ter's coverage, were issued last month. 
Little change is made in the existing 
rules (see p. 1253). 


WE APPROACH NOT MERELY A NEW DECADE BUT 
A NEW ERA in which, for the first time 
Since "The Industrial Revolution" we shall 
have to compete on equal terms with Euro- 
pean manufacturers and trade and fiscal 
integrity. The success of the Common Mar- 
ket "E.E.C." in the short space of one 
year, and the prospects of the new eco- 
nomic community of the "Outer Seven" mark 
the demise of the old order and usher in 
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what may come to be known as The Free 
Trade Revolution. On July lst the new bloc 
"E.F.T.A.' (Britain, Austria, Switzerland, 
Sweden, Norway, Denmark) will make inter- 
tariff cuts of 20%; E.E.C. has already 
made reductions faster than anticipated. 
eceeeeee Out of the former may well come 

a political confederation of Europe. Cer- 
tainly from both — if present trends con- 
tinue — will come the most important eco- 
nomic challenge that the U.S. and Canada 
have over had; one which may hurt us if 

we take short-sighted, restrictive poli- 
cies, or help us and the free world to 
gain new stability and good living. We 
have lost much of our monopoly of mass pro- 
duction efficiencies and priced ourselves 
off many trade shelves, but we have always 
thrived on competition and should again. 
The report of the St. Louis Union Trust 
Company (at p. 1242) points this up clear- 
ly from the investors' angle. 


FIRST FRUITS OF THE WAYS AND MEANS COM- 
MITTEE hearings on reform of the Federal 
revenue system, which began November 16, 
are three published volumes containing 
papers by disinterested students of tax- 
ation and others concerned with the vari- 
ous subject matters. The studies are 
grouped by topics ranging from a general 
appraisal of the income tax to the details 


taxes are not under consideration at this 
time. 


AUTOMATED SELLING IS NOW A $2 BILLION 
business in this country and should grow 
to $5 billion within five years. In its 
wake it is bringing a revolution in mer- 
chandising. Rising wages and shorter hours 
for salesS-people cannot compete with auto- 
mated robots working round-the-clock on a 
seven-day week, nor can customer conven- 
ience be overlooked. Modern machines offer 
a wide selection of goods, eliminating 
pilferage and fingering by shoppers; they 
take as high as a $10 bill, reject coun- 
terfeits and make change in bills and 
coin. This fast-developing industry, which 
also sees a large future in industrial 
"in-plant" feeding, is explored in an In- 
vestment Seminar Luncheon with officials 
of Universal Match Corporation, to be re- 
ported next month.....The new invisible 
"air curtain" may also prove a boon to dis- 
pensing cabinets by helping to maintain 
constant temperature, and is expected to 
usher in a truly "open door" policy in 
buildings, stores and factories. The po- 
tentials of this infant-industry are also 
discussed. 


A TRUST POLICY HANDBOOK, in which prin- 
ciples and policies for the internal ad- 
ministration of a trust department are set 


of deductions and rates. 


estates and trusts. 


a a — 


Included are sec- 
tions on capital gains, pension plans and 
The estate and gifts 


down in writing, has many advantages. 
These and a check list of matters for in- 
clusion are set out at p. 
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Bar Committee Chairmen 


Named 


Chairmen of the Committees of the 
American Bar Association’s Section of 
Real Property, Probate and Trust Law 
for 1959-60 have been announced by 
Section Chairman Daniel M. Schuyler 
of Chicago: 


Committees: Charles F, Grimes, High- 
fand Park, Ill. 

Liaison: J. Stanley Mullin, Los An- 
geles, Calif. 

Membership: J. 
Philadelphia Pa. 

Rules Against Perpetuities: Lewis M. 
Simes, San Francisco, Calif. 

Research Project for Improvement of 
Conveyancing: Paul E. Basye, Burlin- 
game, Calif. 

Simplification of Taxation of Estates 
and Trusts: Christian M. Lauritzen II, 
Chicago, Ill. 

Acceptable Titles to Real Property: 
Herbert W. Vaughan, Boston, Mass. 


Pennington Straus, 
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Condemnation Law: Robert H. Fra- 
zier, Greensboro, N. C. 

Current Literature Relating to Real 
Property: Ralph Norvell, Jr., New York, 
ee 

Improvement of Conveyancing and 
Recording Practices: David P, Catsman, 
Miami Beach, Fla. 

Planning and Developing Metropoli- 
tan Communities: David R. Joslyn, 
Woodstock, IIL. 

Relative Priority of Government and 
Private Liens: Earl Q. Kullman, New 
York, N. Y. 

Significant Decisions on Real Prop- 
erty Law: Joseph R. Julin, Ann Arbor, 
Mich. 

State and Federal Legislation A ffect- 
ing Real Property: William Wolfman, 
New York, N. Y. 

Fees and Commissions in Probate 
Proceedings: Alice M. Bright, Chicago, 
Ill. 

Administration of Property of Infants, 
Incompetents and Missing Persons: Fred 
T. Hanson, McCook, Neb. 


Probate and Estate Administration: 
Charles A. Woods Jr., Pittsburgh, Pa.. 
(George W. Cornell, New York, N. Y., 
and Leslie A. Welch, Kansas City, Mo., 


vice chairmen). 


Significant Trust and Probate Deci- 
sions: Paul E. Iverson, Los Angeles, 


Calif. 

Simplification of Security Transfers 
by Fiduciaries: Daniel Partridge III. 
Washington, D. C. 

Accountability of Trustees of Chari- 
table Trusts: Ralph K. Ball, Evanston, 
lil. 

Estate and Tax Planning: G. Van 
Velsor Wolf, Baltimore, Md., (William 
P. Cantwell, Denver, Colo. and John Kt. 
Golden, Chicago, Ill., vice chairmen). 

Pension and Profit-Sharing Trusts: 
William J. Nolan, Jr., New York, N. Y. 

State Legislation Affecting Trusts and 
Estates: P. Philip Lacovara, New Yor, 
N. Y. 

Trust and Probate Literature: Richa: 1 
D. Jones, Cape Girardeau, Mo. 
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A Trust Pottcy HANDBOOK 


Check List for Reducing Principles to Writing 


C. COLEMAN McGEHEE 


Vice President, First & Merchants National Bank, Richmond, Va. 


VERY TRUST INSTITUTION IN THIS 
E country has adopted a philosophy 
for the conduct of its business, ex- 
pressed by the policies adopted for the 
administration of its affairs and its re- 
lationship with the public, business 
firms, and professional groups. This 
philosophy or policy may exist in a 
somewhat nebulous way or it may be 
more properly stated in written form 
through the medium of a trust depart- 
ment Policy Handbook. 

A Policy Handbook may be defined 
as an official publication containing the 
principles and policies relating to the 
internal administration of the depart- 
ment’s trust business. It should be dis- 
tinguished from the official pamphlet 
which is the official external publication 
of the department and the operating 
manual which contains the internal pro- 
cedural statements necessary to carry 
out the policy directives. 

A tremendous amount of interest has 
developed in the preparation of a trust 
department Policy Handbook, brought 
about largely by the growth in trust de- 
partments since World War II. This 
growth has brought with it problems 
one of the most serious of which is the 
possible breakdown in effective com- 
munication between staff members. A 
trust department Policy Handbook will 
do much to minimize this difficulty. 

The contents of a Policy Handbook 
may vary from institution to institution; 
however, it is suggested that the follow- 
ing major sections be included in such 
a manual: 


(1) Preface or Introduction 

(2) Organization of Trust Depart- 
ment 

(3) Administrative Policies 

(4) Property Management Policies 

(5) New Business Policies 

(6) Compensation Policies and Fee 
Schedules 

(7) Miscellaneous Policies 

(8) Appendix 


This article, written at the request of the editors, 
is based upon a thesis submitted in partial fulfil- 
ment of the requirements of the Graduate School 
of Banking, A.B.A. 
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Some trust institutions may prefer 
additional headings where local practice 
deems it necessary. 


Preface or Introduction 


The Preface or Introduction may take 
the form of a letter from the chairman 
of the board or the president, empha- 
sizing the importance of coordinating 
trust policy. His letter should also em- 
phasize the proper use of the Policy 
Handbook and state his unqualified sup- 
port for the use of such an important 
manual in conduct of the business of the 
trust department. 


A second letter or memorandum pre- 
pared by the trust department’s chief 
executive officer should explain the pur- 
pose of the handbook and stress the 
importance of its proper use. In this 
way the officers will be encouraged to 
use the manual as a flexible guide and it 
will not restrict their initiative and use 
of common sense in handling their prob- 
lems. The Policy Handbook should 
never become the master of minds, but 
should aid in the development of finer 
trust administrators. It might also brief- 
ly relate the mechanics and responsi- 
bility of preparing the manual and keep- 
ing its contents current. 


Organization 


It is recommended that the chapter 
on organization contain a narrative his- 
tory of the bank and its trust depart- 
ment from the issuance of its original 
charter. It should also give a breakdown 
on the various mergers and consolida- 
tions that have taken place. A listing of 
the institution’s chief executive officers 
might be appropriate, together with a 
comment concerning the growth in de- 
posits and trust assets. 


Every staff officer should be familiar 
with the requirements of the Federal 
Reserve System for establishing a trust 
department. This requirement could be 
satisfied by including a copy of the 
board’s resolution establishing the trust 


department and setting forth its respon- 
sibilities. 

It is recommended that this chapter 
also include a list of the important trust 
department committees, such as Trusi 
Investment Committee, the Committee 
on Acceptances and the Trust Audit 
Committee. It might also be propitious 
to include a roster of membership and 
include the time and place for their 
meetings, requirements for a quorum 
and other pertinent information. 

The bank’s Articles of Association 
and By-Laws will present the duties and 
responsibilities for each class of officers. 
It would be appropriate to include ex- 
cerpts from this record as they pertain 
to the trust department. 

In a trust department having more 
than one officer, it is well to establish 
a policy of succession in the event of 
temporary absence because of vacation, 
sickness or other cause. It would be 
proper to conclude this chapter with a 
reproduction of the department’s organ- 
izational chart, illustrating the chain of 
command and clearly defining the areas 
of functional responsibility of the de- 
partment and its staff. 


Adminstrative Policies 


This chapter should contain the de- 
partment’s philosophy relating to trust 
administrative matters. It would be well 
nigh impossible to list all of these that 
affect each locality; however, we can 
suggest several zones of importance that 
should be covered. 


Possibly the best way to approach 
this section is to ask ourselves if we have 
a well defined policy covering the fol- 
lowing important administrative mal- 
ters: relations with co-trustees, benefici- 
aries, settlors and other interested par- 
ties and the confidential nature thereof; 
discretionary payments of income fro:a 
trusts; invasion of principal; distribu- 
tion of principal prior to receipt of 
court order; service by officers as c°- 
fiduciaries; acceptance of fees, legacivs 


TRUSTS AND ESsTATI5s 











PEN TN OTITIS TE MR ION. 


a, 














f. me 


and gifts by officers; officer representa- 
tion on boards of directors; purchase of 
assets of trusts by officer or employees; 
litigation—active or pending; custody 
accounts for minors; termination of 
minor’s accounts; use of savings ac- 
counts for uninvested funds; overdrafts 
and charging interest thereon; assign- 
ment of trust assets to secure a commer- 
cial loan; assignment of principal and/ 
or income of trust invested in a common 
trust fund; customer correspondence; 
examination of outside accounts or pro- 
ceedings; custody of keys of customers; 
safe deposit boxes; approval of instruc- 
tions; and initialing by officers. 

Local statutes as they relate to some 
of these matters should be reported in 
addition to the policy statements. Once 
administrative policy is spelled out in 
clear and concise terms, it will act as a 
real reference source for the active trust 
officer, trainee and staff members. 


Property Management Policies 


A corporate trustee is judged by the 
public on the effective results of its man- 
agement of trust property, both real and 
personal. Therefore a section should be 
included covering the policy considera- 
tions of trust property management. The 
chapter should have three major sub- 
headings: security investment, real es- 
tate and mortgages, and miscellaneous. 

Again, it would be appropriate to in- 
clude statutory provisions relating to 
these major headings so that any policy 
statement could be based on the statu- 
tory principles that apply in the particu- 
lar area. Obviously it would be im- 
proper to have a prudent man type of 
investment philosophy when the state 
statutes do not recognize such a posi- 
tion. 

The portion of the chapter devoted to 
security investment policies might pre- 
sent a statement of basic investment 
principles, and then a statement of cur- 
rent investment policy which would take 
into account up to date economic con- 
ditions and future prospects. 

It might be well to enunciate a policy 
relating to the types of asset managed 
by the department, the use of the Ap- 
proved List of investments, the various 
types of issues, closely held stock, pur- 
chase and retention of the bank’s own 
stocks, foreign securities, Canadian se- 
curities and securities in which bank 
officers and directors are affiliated. 

A section should deal with the polli- 
cies as to the type of account and trust 
services offered. In addition it might be 
stricted investment authority, trusts 
where co-trustees or others have power 
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to direct investments, and charitable 
trust and endowment funds. 

The section on miscellaneous invest- 
ment policies might cover such matters 
as purchase and retention of “E” bonds 
well to comment on accounts with re- 
in trust accounts; investment review of 
trust accounts; review of securities on 
intrinsic merit; exercise, subscription 
and sale of rights and fractional shares; 
voting of shares by proxies; disposition 
of worthless assets and purchase of 
bonds with impaired back interest and 
stocks with accrued dividends. 

The section devoted to real estate and 
mortgage investment policy should lay 
down a general policy statement based 
on the statutory requirements. It should 
also touch on such policy matters as 
appraisal of real estate, transfer of mort- 
gages from one trust to another, split 
mortgages and deeds of trusts, sale of 
trust real estate, management of im- 
proved and unimproved properties, and 
farm properties and the policy relating 
to foreclosure. 


New Business Policies 


Good service is the primary generator 
of new trust business. It is important, 
therefore, for the Policy Handbook to 
contain an adequate section on new 
husiness policies as they apply to the 
acceptance and solicitation of new busi- 
ness. 

Since trust departments should bend 
every effort to cooperate with lawyers, 
it is recommended that a policy state- 
ment on this important relationship be 
prepared based on the statements adopt- 
ed in 1941 by the ->—— 
National Conference =, 
Group of the Amer- 
ican Bar Association 
and thé Trust Divi- 
sion of the American 
Bankers Association. 


Under no circum- 
stances should legal 
forms intended for 
lawyers be presented 
direct to a trust cus- 
tomer. All instru- 
ments should be pre- 
pared by the attorney 
chosen by the custo- 
mer. Generally speak- 
ing, the bank should 
not recommend one 
attorney or firm, but 
offer the customer a 
list of competent at- 
torneys from which 
to choose. The trust 


I’m really here on business . 


stand ready to render such assistance 
along specialized lines as the attorney 
may request. 


The abuse of the basic principle that 
a bank should not practice law often 
occurs when the trust department main- 
tains an attorney on its staff and he in 
turn engages in the practice of law, not 
on behalf of his true client, the bank, 
but on behalf of the bank’s customer, 
which is positively forbidden. The twi- 
light zone of this relationship requires a 
maximum amount of control and dis- 
cretion. The adoption and pursuit of 
positive policy statements covering the 
bank’s philosophy is one of the very best 
ways to maintain and improve relation- 
ships with the Bar. 


Trustmen, by and large, are insurance 
minded and a cooperative attitude be- 
tween them and life underwriters can 
be mutually beneficial. It is suggested 
that a policy statement be prepared 
based on “A Statement of Guiding Prin- 
ciples for Relationships between Life 
Underwriters and Trust Men” which 
was approved by the national organiza- 
tions in 1934 and reaffirmed in 1944, 
Such matters as recommending life in- 
surance as a part of the estate plan, 
selection of agents, use of the life insur- 
ance trust and advising the insurance 
man of changes in the life insurance 
aspects of the plan may be covered here. 


Corporate fiduciaries should maintain 
a close relationship with reputable real 
estate brokers since they will be associ- 
ated in the many phases of trust ad- 


(Continued on page 1271) 
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soon...Cheaper atomic power 








General Electric Vallecitos Atomic Laboratory. Here, in California’s Livermore Valley, U.S. Steel sponsors the first large-scale, pri- 
vately financed study of radiation effects on steel. Project will hasten the advent of low-cost atomic power. 


This G.E. technician adds a touch 
of glamour to the serious busi- 
ness of making a radiation count 
on foil samples removed from 
General Electric Test Reactor. 
She works in a mobile lab made 
available to the project. 
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with (iss) Atom Age Steels 


an ATOMIC POWER can light our cities 
or run our industries efficiently, the cost 
of building and operating commercial atomic 
reactors must be reduced. The two big prob- 
lems: high cost of nuclear fuel, and the need 
for better and less costly materials of con- 
struction. 

Firsthand information on the effects of 
radiation on steel has not been easy to come 
by. The start-up of the General Electric Test 
Reactor, near Pleasanton, California, and the 
Westinghouse Testing Reactor near Pitts- 
burgh has enabled U.S. Steel to launch the 
first large-scale private investigation of irradi- 
ated steels. These explorations will be carried 
out in private test reactors, wholly financed 
with private capital. 


Today, U.S. Steel has scientists working 
full-time at Westinghouse and General Elec- 
tric Atomic Laboratories; extensive applied 
research in nuclear steels is also being carried 
on at U.S. Steel’s Monroeville Research 
Center. 

From these tests will come new and im- 
proved atom age steels: stronger, more cor- 
rosion-resistant steels, steels that will hasten 
the advent of commercial nuclear power. 
The full effects of this vast U.S. Steel re- 
search program may not be felt for two, 
five, or even ten years. But, cheaper atomic 
power is on its way . . . because American 
industries like U.S. Steel are contributing 
to the research. United States Steel, 525 
William Penn Place, Pittsburgh 30, Pa. 


USS is a registered trademark 








Clayton McDole, U.S. Steel scientist (second from left) supervises the removal of irradiated foil samples 
from General Electric Test Reactor. Information obtained provided a solid flux data foundation for the 
irradiation research of special reactor steels. 
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INDUSTRIAL FORUMS AND FreLp TRIPS 


Add New Notes to Trust Meetings 


Report on the 28th Mid-Continent Trust Conference 


FTER ATTENDING WELL OVER A HUN- 
dred trust conferences — and that 
many more in related fields — over the 
last thirty years, one could reasonably 
be expected to assume that they would 
begin to pall, become monotonous or 
obviously repititious. Who ever heard of 
a member of the audience rising, after a 
long-winded statistician has rolled off a 
thousand assorted figures and ratios, to 
say “Please, Mr. Speaker, won’t you 
give us just one more Statistic?” 

Fortunately for the assemblage of 
some 600 registrants at the Mid-Conti- 
nent Trust Conference, held in Detroit. 
November 4-6, no such effects were evi- 
dent in the sessions, all of which earned 
the S.R.O. sign. This was in some con- 
trast to the almost concurrent A.B.A. 
convention in Miami Beach where the 
distance between various activities was 
so great and the time between hospital- 
ities so short that the average ratio of 
attendance was about that of a favored 
stock’s times-earnings. And with good 
cause. Commercial banking may have its 
greater leverage of profits, but trust 
banking énjoys the versatility of a mas- 
ter of financial ceremonies. 

Notable in the audience were deans 
and professors of a score of major law 
schools, and many bank examiners and 
other government officials. Their appre- 
ciation of participating in the proceed- 
ings suggests that attendance at future 
conferences will become a custom of mu- 
tual benefit. To whom might be added 
local probate judges—and possibly even 
newspaper-editors. 

Like its recent predecessors, this con- 
ference showed good grooming that 
would have done credit to the Madison 
Square Garden Horse Show, not in a 
frenzy of activity but in the pro- 
gramming and the added attraction of 
the field trips to see the operations of 
three of the world’s leading companies: 
Ford Motor’s River Rouge plant, Gen- 
eral Motors’ Technical Center, and 
Parke, Davis’ laboratories. An excep- 
tionally fine innovotion at the Detroit 
conference was the series of informal 
discussion meetings with executives of 
other leading Michigan companies; 
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American Motors, Clark Equipment and 
Dow Chemical, in addition to the invest- 
ment forums led jointly by an invest- 
ment house specialist and an officer 
representing the following companies: 


Automobiles __.. Chrysler Corp. 
Chemicals __....... Wyandotte Chemicals 
Oils - ___........_-._ Standard Oil (Ind.) 
Drucs ____.___._.__ Umienn ‘Co. 
Utilities _____....mtConsumers Power 
Stee] __ cathe! National Steel 

Trust Division President Charles 


Hamilton opened the Conference with a 
constructive, straight-from-the-shoulder 
critique of relations between trustees and 
the more militant members of the Bar, 
a perennial situation that only does 
harm to both in the eyes of the public. 
His call for an end to quibbling and 
establishment of a fair rapport based 
upon the interests of the mutual client 
and the community was as specific as it 
was timely. (See p. 1201 for excerpts. ) 


The Preblem of People 
Running through many of the talks 


and discussion sessions were commen- 
taries on the “personal equation” in 
business and recognition of the import- 
ance of Demography in appraising the 
prospects, both as to customers and the 
nation’s economy—as was so brilliantly 
highlighted by Dr. Philip Hauser of the 
University of Chicago (more about him 
later). 


George Romney, president of the re- 
markable organization known as Ameri- 
can Motors Corp., went to the heart of 
today’s crucial issues with a dynamic 
analysis of labor-management roles and 





George Romney, president, American Motors 
Corporation, addressing the dinner meeting 
at the Mid-Continent Trust Conference. 


the need for popular understanding o! 
their and the nation’s mutual dependence 
on integrity and productivity, in his ad- 
dress at the banquet. He further asserted 
that the United States has gone far 
beyond capitalism in the sense that our 
system permits development of individ- 
ual free choice, with the consumer as ar- 
biter. Although we might at one time 
have gone down the cartel road, Henry 
Ford’s idea of sharing the fruits of sav- 
ings with workers and customers turned 
the scales toward today’s industrial econ- 
omy. 

The concept of collective bargaining, 
said Mr. Romney, has created both free- 
dom and problems. He decried the strug- 
gle in progress between steel manage- 
ment and the union because power on 
either side used to the extreme must 
force an emergency which demands set- 
tlement by federal intervention. The peo- 
ple must decide whether they wish any 
source to control the power to provoke 
a national emergency which might weak- 
en our position in world influence and 
trade. 


Mr. Romney expressed the belief that 
the solution of issues in contention was 
vital to us and he urged citizens to voice 
their convictions to legislators who are 
notably loath to take sides, especially in 
a year of national elections. 


A corporation’s approach to estate 
planning for its employees was described 
by Maynard D. Conklin, a former trust 
officer and now treasurer of Champion 
Paper and Fibre Co., Hamilton, Ohio.* 
His staff, eight of whom spend a sub- 
stantial portion of their time on estate 
planning, taxes and personal problems 
of the employees, handles the payroll of 
all personnel in the over-$10,000 brack- 
et ,a group which exceeds 550. Citing his 
cooperative work with trust companies, 
attorneys, life underwriters and accoun- 
tants, Mr. Conklin concluded that there 
is an abundance of profitable new trust 
business for banks with the manpower 
to sell it and competent officers to ad- 
minister it. (Turn to p. 118®) 


*See T&E, March ’58, p. 273 for similar descr: >- 
tion by the speaker. 
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The management job of the future 
will require more effective selection and 
utilization of manpower, Dr. John H. 
Rapparlie, industrial psychologist, 
Owens-Illinois, Toledo, Ohio, told the 
trustmen. He outlined the need for a 
multiple-job classification of each appli- 
cant and a greater use of the handicap- 
ped and of older persons. Dr. Rapparlie 
described the various steps involved in a 
well planned personnel selection pro- 
gram, including the role played by the 
supervisor or department head. (See 
p. 1251.) 

At this session also, Virgil K. Row- 
land, assistant secretary-treasurer of De- 
troit Edison Co., spoke on the subject of 
“Improving Managerial Performance.” 


Wanted — Capital for Future 
Population Growth 


The unanticipated postwar boom in 
marriage and birth rates has stimulated 
this country’s economic growth, with 
Bureau of Census projections pointing 
to a further population rise of from 57 
million to 99 million between 1958 and 
1980, according to Dr. Philip Hauser, 
chairman of the Department of Soci- 
ology at the University of Chicago. De- 
pending upon varying assumptions of 
birth rate, the 1980 population total 
could range between a low of 231 mil- 
lion and a high of 273 million, with 
consequent great increases in demand 
calling for more capital investment. 


The startling figures on trends and 
possible effects of the “population ex- 
plosion,” as well as statistics on employ- 
ment and consumption — all without 
reference to notes — both amazed and 
amused the appreciative audience. As 
one of them remarked “I never realized 





Louis C. Williams 
View from Detroit’s City Hall 
y 
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that statistics could be so human and 
likeable.” 

Asserting that “standard metropoli- 
ten areas” represent “the most efficient 
producer and consumer units yet de- 
vised,” Dr. Hauser presented a most il- 
luminating breakdown of trends show- 
ing 97% of 1950-55 population growth 
in these areas, with indications of its 
continuation. Within such areas, how- 
ever, population is becoming more de- 
centralized in the suburban rings, while 
the central cities feel the force of re- 
habilitation: these influences also are 
due to evoke economic need and invest- 
ment of capital. By 1980, said Dr. 
Hauser, 165 million persons, or about 
two thirds of the population, may be 
living in 200. standard metropolitan 
areas. For purposes of investment, it is 
too early to estimate the impact of 
“megalopolis” but it is sure to bring new 
opportunities, 

Both ends of the population, those 
under 20 and over 65, are rising in 
number and their needs must be sup- 
plied by the intermediate 20 to 64 year 
age group. Likewise, net household for- 
mation many continue to decline until 
1965, after which relatively high rates 
may be expected for about 12 years due 
to postwar babies coming of age. Our 
postwar expansion, said Dr. Hauser, 
springs from national security spending 
superimposed upon high level civilian 
spending and future prospects portend 
yet higher levels. 


How to Choose Equities for 
Tomorrow Today 


The trust investment officer must at- 
tempt to protect his clients against in- 
ternational contingencies likely to ad- 
versely affect equity holdings by seleci- 
ing companies and industries most adapt- 
able to quick change and with strong 
growth factors, said Dr. Charles V. Kin- 
ter, managing partner of Duff, Ander- 
son and Clark, Chicago. In aiming for 
growth to outpace a shrinking dollar or 
a lower p/e ratio over the next decade, 
one should inquire into possible obsoles- 
cence through technology, new energy or 
competitive sources (either through new 
products, improved transportation or 
world markets) larger markets at home 
or abroad, economic change, and taxes 
on shareholders. Other pertinent con- 
siderations include study of management 
development programs, research, labor 
vulnerability, price regulation or other 
governmental controls, susceptibility to 
fashion or technological swings, a record 
of technical excellence, and a degree of 
diversification. 





A balanced portfolio is particularly 
sound under today’s conditions, accord- 
ing to Dr. Kinter, and even the best 
stock selections are not invulnerable to 
price declines but soundly selected equi- 
ties should, within a few years, provide 
better return and capital appreciation 
than bonds at today’s 30 year low levels. 
Less favored fields include: motor com- 
ponents, most aircraft manufacturers. 
apparel, baking. lead mining, leather. 
motion pictures, small to medium-sized 
domestic integrated oils, radio and T\ 
broadcasting, shoes, sulphur, tobacco 
and variety stores. 

The speaker’s selection of industries 
with special promise are: aluminum. 
atomic energy, convenience foods, drugs. 
electronic communication and guidance 
equipment as well as computing and ac- 
counting devices, home temperature con- 
trol systems, industrial controls, molecu- 
lar electronics, natural and its 
liquids, plastics, recreational equipment. 


OAs 
gas 


labor saving devices, special purpose 
and rare metals, and synthetic fibers. 
Although Dr. Kinter pointed out that 
small companies may grow into big 
ones, intense competition in all areas 
will tend to favor the larger units such 
as the following “growth leaders”: 
Alcoa, Corning Glass, Dow, General 
Electric, General Foods, General Motors, 
Goodyear, IBM, Merck, Minneapolis 
Honeywell, Minnesota Mining, Parke- 
Davis, Procter & Gamble, Sears Roe- 
buck, Standard Oil C. (N.J.), Texaco. 
Union Carbide, U. S. Gypsum, U. S. 
Steel and Westinghouse. (See p. 1216.) 
The afternoon program on the first 
day consisted of three concurrent in- 
vestment forums on motors, chemicals 
and oils, each conducted by a 
corporation official and an investment 
firm specialist in the category. Upon 
their conclusion, a second series ex- 
plored the steels, drugs and_ utilities 
This arrangement permitted more effec- 
tive coverage of each industry and ap- 
peared to meet with general approval. A 
summary of this part of the proceedings 


appears at p. 1220. 


one 


Electronics for Trusts 


The use of “electronic” devices for 
trust operations was discussed by a teat 
composed of George E. Madill. vice 
president, National Bank of Detroit, an | 
William C. Shannon, second vice pres’- 
dent, Manufacturers National Bank, De- 
troit. Approaching the subject in a vei 
practical manner, the two men outline 
for their audience various machi 
equipment combinations and the nece 
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sity for cooperation in the thinking of 
top management and operations man- 
agement in evaluating electronic proc- 
essing methods. Excerpts from their 
statements appear at p. 1248. 


Trust Association Advantages 


The work of national and state trust 
associations was described by a panel of 
three speakers at the Friday morning 
session. George C. Barclay, former 
A.B.A. Trust Division president, and 
contributing editor, TRusts AND Es- 
TATES, outlined the organization and ac- 
complishments of the New York State 
Bankers Association Trust Division, 
which he also formerly headed.* Three 
essentials, he said, were to be part of the 
N.Y.S.B.A., to obtain a statewide cover- 
age of trust departments for member- 
ship, and to have a paid secretary. The 
last is probably the most important re- 
quirement, and the Division secretaries 
in New York have always had legal 
training with emphasis on the fiduciary 
aspects of the law. 

The accomplishments have been of 
two kinds, educational and legislative, 
Mr. Barclay pointed out. The education- 
al achievements include production of a 


*Cf. T&E, July 1955, p. 613. 


Participants in the panel at Mid-Continent Trust Conference (left to right) : 


vice president, The First National Bank of Chicago, moderator; 





fee > 


Lawrence G. 
Knecht, partner, Kiefer, Waterworth, Hunter & Knecht, Cleveland; Thomas H. Beacom, 


(Standing) presiding 


officer Lewis Brooke, general vice president and senior trust officer, City Bank, Detroit; 
Joseph H. Wolfe, deputy manager, A.B.A. and secretary of the Trust Division; George C. 
Barclay, contributing editor, Trusts AND Estates. 





trust manual, securing the cooperation 
of the Federal Reserve Bank for an an- 
nual survey of trust department income 
and expenses, and establishment of a 
New Business School and a Trust and 
Estate Administration School. In the 
legislative field enactment of a 35% 
Prudent Man Rule for trust investments 
was obtained (efforts to extend it to 
100% are in progress), a Bank Fidu- 
ciary Fund was established, and an in- 
crease in statutory commissions was ap- 
proved. One of the finest results has been 
the broadening of personal acquain- 
tances among the trust men of the state. 

Joseph H. Wolfe, deputy manager of 


the A.B.A. and secretary of the Trust 
Division, told the delegates that the Divi- 
sion has on file sample constitutions and 
by-laws for state organizations, a list of 
officers of trust associations, and an- 
other list of suggested speakers and 
topics. He described the assistance avail- 
able from the Division in regard to fidu- 
ciary legislation and trust department 
cost accounting. 

Several of the legal counsel of the 
larger Ohio trust institutions in 1940 
formed the Fiduciaries Research Asso- 
ciation, Lawrence G. Knecht, Cleveland 
attorney, explained to the trustmen. 

(Continued on page 1270) 
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TRUSTEE PRODUCES OPERA 


WILLIAM H. WEBSTER* 


Vice President and Trust Officer, National Bank of Commerce, 
San Antonio, Texas 


N OcToBeR 28, 1959 A UNIQUE 
QO event in the field of trust depart- 
ment activity took place. The San An- 
tonio Symphony Orchestra—Dr. Victor 
Alessandro, Musical Director — pre- 
sented a new American opera entitled 
“Life at the Mission” and written by 
an adopted San Antonian, the late Carl 
Venth. 


Carl Venth, born in Cologne in 1860, 
had an outstanding background in violin 
study under the great Wieniagski and 
close acquaintances during his student 
days with such musicians as Humper- 
dinck, Hiller, Richard Wagner and 
Massenet. He came to the United States 
in 1881 and became associated with the 
Metropolitan Opera Orchestra. He or- 
ganized the Brooklyn Symphony Orches- 
tra as well as several smaller stringed 
instrumental groups. 


In 1899 he married Cathinka Finch 
Myhr, a musically talented Norwegian 
girl who had come to the New World as 
a governess. The following decade saw 
a continual kaleidoscope of musical per- 
formances, concerts and frequent trips to 
Europe for developing Dr. Venth’s musi- 
cal talent. During this period he de- 
veloped lifelong friendships with Edward 
Grieg, Mrs. Johann Strauss, Christian 
Sinding, Edward MacDowell and others. 


*Mr. Webster assisted Mrs. Venth and her at- 
torney in arranging her estate to make possible the 
opera’s production and in less than two years turned 
a dream into a reality. A former football player, vet- 
eran of World War II fighter-bomber missions, and 
president of the 1957 class at Rutgers Graduate 
School of Banking, Mr. Webster also was home- 
trained from childhood in appreciation of opera. 


In 1908 he moved to Texas to take a posi- 
tion at the Kidd-Key Conservatory in 
Sherman, now a part of North Texas 
State Teachers College. During World 
War I, Venth was appointed Divisional 
Band Instructor for the 36th Division 
and served until the end of the war, re- 
turning to the post of Dean of Fine Arts 
at Texas Women’s College at Fort Worth. 
His one-act opera “The Little Lady of 
Ching Hsi” was performed in Berlin, 
Germany, in 1924. He moved in 1931 to 
San Antonio as the Director of Fine Arts 
of Westmoreland College, which is now 
a part of Trinity University of San 
Antonio, and continued in this capacity 


until his death in 1938. 


Dr. Venth’s last work was this grand 
opera, “Life at the Mission,” written ex- 
pressly for the Texas Centennial Exposi- 
tion in 1936. He wrote his own libretto, 
piano score and orchestral score and 
spent endless months in research on the 
romantic and historical background of 
San Antonio in the late 1700’s. Unfor- 
tunately, the Texas Centennial Commit- 
tee ran into financial difficulties and was 
unable to appropriate the promised 
funds to produce the opera. 


Unfortunately, Mrs. Venth was not 
able to afford a production during her 
lifetime. Although she handled her 
modest security account by herself and 
kept in close touch with the world of 
politics and finance through meticulous 
reading of newspapers and magazines, 
she finally decided that she needed some 
outside help in this greatest objective of 
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Spanish soldiers mingle with Indians and women of the Mission in front of San Jose 


during dress rehearsal of the Carl Venth Opera “La Vida De La Mision.” 
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in back- 
ground as (from left) Dr. Victor Alessandro, 
William H. Webster and Walter Mathis study 
score of opera which San Antonio Symphony 
Society world-premiered October 28. Dr. 
Alessandro is musical director of the San 


World-famed Alamo chapel looms 


Antonio Symphony orchestra. Mathis is 
president of the Symphony Society and Web- 
ster vice president and trust officer of the 
National Bank of Commerce of San An- 
tonio, trustee for the estate of the late Mrs. 
Cathinka Venth whose will provided for the 
production of her husband’s work. Webster 
holds an authentic cap-and-ball muzzle- 
loading rifle used in the Battle of San 
Jacinto. 





her life, the production of “Life at the 
Mission.” 


Mrs. Venth sought the assistance of 
her financial institution, the National 
Bank of Commerce of San Antonio, 
which accepted appointment as testa- 
mentary trustee to secure the long de- 
layed performance. Mrs. Venth died 
February 21, 1958, and after minor be- 
quests to various organizations in which 
she and Dean Venth were interested, as 
well as to a few relatives, the balance 
of her estate was left to be used for this 
production. 

“Life at the Mission” concerns the 
composer’s conception of life in South 
Texas in the 1780’s as influenced by re- 
ligious, military and Mexican-Indian 
cultures. The plot centers around the 
love story between the captain of the 
military guard and the heroine, the ward 
of the church, with the local priest giv- 
ing his life in a struggle to foil the evil 
intent of the villainous, marauding In- 
dian chief. The composer was inspired 
by the famous local landmark, the Mis- 
sion San Jose. 

We know of no similar production by 
a fiduciary. There have been instances 
where bequests were made to musical or- 
ganizations for playing an untried piece 
of music. Usually, these works were 0! 
such poor caliber the bequest lapsed fo: 
lack of a performance. We do not claim: 
that this is THE GREAT AMERICAN 
FoLtk Opera. We do contend that it is 
the work of a fine musician brought 


(Continued on page 1263) 
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UNSUSPECTED 


REALIZATION OF PROFIT 


in dil dual ye 


HE QUESTIONS OF WHETHER GAIN OR 

loss will be realized by the fiduciary 
in various situations and the resultant 
effect on the basis of property were 
brought into sharp focus in 1956 upon 
the publication of Revenue Ruling 56- 
270', which dealt with the income tax 
effects of a testamentary provision estab- 
lishing a marital deduction trust with 
“an amount sufficient to utilize the mari- 
tal deduction to the maximum extent au- 
thorized by section 2056 of the Internal 
Revenue Code of 1954 after taking into 
consideration any other property with 
respect to which such deduction is allow- 
able.” As to this provision the Service 
ruled: 


“Held, the marital trust fund was pro- 
vided for in a fixed and definite 
‘dollar amount.’ Accordingly, capital 
gains were realized by the estate to 
the extent that the fair market value 
of the property on the date of distri- 
bution to the trustee exceeds the fair 
market value thereof on the date of 
the decedent’s death (or, in the event 
alternate valuation is elected, the fair 
market value thereof on the alternate 
valuation date). Consistent with the 
foregoing conclusion, it is further held 
that losses measured by the difference 
between the basis for the property in 
the hands of the executor and the 
value thereof at the date of distribu- 
tion to the marital trust may be offset 
against the gains realized.” 


The Kenan? case cited in the Ruling 
involved the satisfaction of a legacy of a 
stated dollar amount with securities 
that had appreciated since the date of 
death or their subsequent purchase 
dates. In holding that gain was realized 
by the fiduciary to the extent of such ap- 
preciation, the court found that the leg- 
acy was a pecuniary obligation even 
though payment with property rather 
than money was permissive under the 
terms of the will. The Suisman* case, 
in which a similar result was reached, 
involved the distribution of appreciated 

11956-1 C.B. 325. 


2Kenan v. Comm., 40 B.T.A. 823 (1939, aff’d, 114 
F. 2d 217 (2nd Cir., 1939). 


8Suisman v. Eaton, 15 Fed. Supp. 113 (D. Ct., 
1935) aff’d per curiam, 83 F. 2d 1019 (2d Cir., 1936), 
cert. den., 299 U.S. 573. 
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securities in satisfaction of the rights of 
a beneficiary under a testamentary trust 
to receive $50,000 at age 25. In these 
cases the courts treated the use of the 
securities to satisfy the pecuniary 
charges as constituting a sale of the se- 
curities.* 

Conversely, if the transfer of appreci- 
ated or depreciated property in satisfac- 
tion of the pecuniary claim of an heir or 
beneficiary is so treated as a realizing 
transaction, the transferee will take the 
then fair market value of the property 
as his or her basis for it. The transferee 
is regarded as having acquired the prop- 
erty by purchase rather than as an heir 
or beneficiary in such a situation.® Ac- 


4Similarly, the transfer of securities in liquidation 
of the decedent’s debts has been held to be the 
equivalent of a sale resulting in the recognition of 
gain or loss to the fiduciary between value as deter- 
mined for estate tax purposes and the value on the 
date of such transfer. I.T. 1562, II-1 C.B. 33; and 
First Trust & Deposit Co. v. United States, 58 F. 
Supp. 162 (N.D.N.Y., 1944). In W. Hamilton Sped- 
den, Exr., B.T.A. memo. op. C.C.H. decision 
10,602-B (1939), the purchase by the residuary lega- 
tee of part of the assets of the estate at a price in 
excess of date of death value resulted in the realiza- 
tion of gain by the estate even though the trans- 
action was largely handled by book entries rather 
than actual payments by the legatee. I.T. 3316, 39-2 
C.B. 186, involved the duty of the trustees of a testa- 
mentary trust to pay the widow an annuity of $7x 
per month out of income, or out of corpus if neces- 
sary, so long as she remained unmarried. Due to a 
shortage of cash funds, the trustee transferred ap- 
preciated property to the widow in satisfaction of 
her annuity rights for the period concerned on the 
basis of the then value of the property. This was 
held to be a realizing transaction on authority of 
the Suisman case. 

‘Sherman Ewing, 40 B.T.A. 912 (1939); Aca.; 
John H. Brinckerhoff, 8 T.C. 1045 (1947), Aca.; 
aff'd, 168 F. 2d 436 (2d Cir., 1948); Lindsay C. How- 
ard, 23 T.C. 962 (1955), Acq. In such cases the 
amount of the pecuniary claim was equal to the 
value of the property transferred. To be distin- 
guished is the situation in Hugh M. Matheson, 31 
B.T.A. 493 (1934), Nonacq.; aff’d 82 F. 2d 380 (5th 
Cir., 1936), wherein petitioner was left a cash leg- 
acy of $500,000 and, four months after the date of 
the decedent’s death, purchased certain securities 
from the estate at their date of death values using 
part of his legacy rights as payment of the purchase 
price. The securities had depreciated in value as of 
the time of the purchase. After noting that there 
was no question of mala fides in the transaction, the 
Board ruled that petitioner’s basis for the securities 
was the dollar amount of the legacy used for the pur- 
chase rather than their fair market value on the 
date of purchase. Consistently, the transaction was 
treated as a sale on the part of the estate. 


cordingly, in some instances gain or loss 
may be realized by the transferee as well 
as by the fiduciary.® 


In this connection the applicable 
Treasury Regulations dealing with in- 
come taxation of estates and trusts pro- 
vide as follows:* 


“(f) If property is paid, credited, 
or required to be distributed in kind— 

“(1) No gain or less is recognized 
by the trust or estate (or the other 
beneficiaries) by reason of the dis- 
tribution, unless the distribution is 
in satisfaction of a right to receive 
a distribution in a _ specific dollar 
amount or in specific property other 
than that distributed. 

“(2) In determining the amount 
deductible by the trust or estate and 
includible in the gross income of the 
beneficiary the property distributed 
in kind is taken into account at its 
fair market value at the time it was 
distributed, credited, or required to be 
distributed. 

“(3) The basis of the property in 
the hands of the beneficiary is its fair 
market value at the time it was paid, 
credited, or required to be distributed, 
to the extent such value is included 
in the gross income of the beneficiary. 
To the extent that the value of proper- 
ty distributed in kind is not included 
in the gross income of the beneficiary, 
its basis in the hands of the benefi- 
ciary is governed by the rules in sec- 
tions 1014 and 1015 and the regula- 
tions thereunder. . .” 


Specific Satisfaction 


Thus in determining the effects on the 
fiduciary, it is all important to ascer- 


®For example, in Emily Allen Elfreth, 15 B.T.A. 
147 (1929), appeal to D.C. Circuit dismissed, April 
22, 1932, gain was realized by a remainderman upon 
receipt of cash in excess of the date of death value 
of her remainder interest in certain real property in 
satisfaction of such interest. Had other appreciated 
property been used instead of cash, gain would have 
been realized in both the fiduciary and the remain- 
derman. See also Estate of Spencer K. Mulford, Jr., 
8 T.C.M. 628 (1949), wherein the taxpayer had a 
remainder interest in a testamentary trust, part of 
which was acquired by inheritance and part by pur- 
chase pursuant to an option inherited. In settle- 
ment of a controversy as to the trustee’s actions, the 
taxpayer received stock from the trust in satisfac- 
tion of his remainder interest which had not yet be- 
come a present interest. Gain was realized to the ex- 
tent of the excess of the value of the stock over the 
sum of the date of death value of the option and 
portion of the remainder interest acquired by inheri- 
tance and the amount paid on exercise of the option 
for the balance of the remainder interest. 


Regulations Sec. 1.661 (a) -2(f). 
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tain whether the property distributed is 
in satisfaction of either a right to a spe- 
cific sum in money or a right to receive 
some other specific property. Indicative 
of the Service’s attitude in this regard, 
and to be distinguished from Revenue 
Ruling 56-270, is Revenue Ruling 55- 
117.8 which dealt with the effect of a 
will establishing a residuary trust where- 
under the beneficiary was to receive the 
income until he reached a designated 
age and was then to receive “one-fourth 
of the corpus or principal of the trust as 
it is valued at that time.” The balance 
of the corpus was to be held in trust for 
five years, with the beneficiary receiving 
the income therefrom, and was then to 
be distributed to the beneficiary. The 
will gave the trustee the usual power to 
make distribution in cash, in kind, or 
partly in cash and partly in kind. The 
beneficiary reached the designated age 
and was entitled to receive $60x as his 
one-fourth interest. The trustees pro- 
posed to distribute, as part of the 
amount due the beneficiary, stock with a 
then value of $15x as contrasted with a 
date of death value of $7x. Distinguish- 
ing the Suisman and Kenan cases as 
involving the satisfaction of a pecuniary 
legacy, the Service ruled: 





81955-1 C.B. 233. 
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“The proposed distribution in the 
instant case, however, is not in satis- 
faction of an obligation of the trust 
for a definite amount of cash or 
equivalent value in securities, but is 
rather in the nature of a partial dis- 
tribution of a share of the trust prin- 
cipal. Accordingly, there is no sale 
or exchange involved. In view of the 
above, it is held that neither the trus- 
tee nor the beneficiary will realize 
taxable income by the distribution and 
receipt of the stock.” 


It was further held that the beneficiary 
succeeded to the trustee’s basis for the 
stock, its value on the date of the dece- 
dent’s death.® 


Revenue Ruling 55-117 is in accord 
with the long-settled principle that dis- 
tribution of property to an heir or bene- 
ficiary as his share in the corpus of an 
estate or trust, as opposed to satisfaction 
of a pecuniary claim, is not to be treated 


as a sale or exchange of the property so 
distributed.'° 


Several Shares 


Less setlled is the situation in which 
several heirs or beneficiaries are each 
entitled to a fractional share of the resi- 
duary estate or the corpus of a trust. If 
undivided fractional interests in each of 
the properties comprising the residue or 
corpus are distributed to the various 
heirs or beneficiaries in proportion to 
their respective interests, it appears clear 
that the rationale of Revenue Ruling 55- 
117 would apply so as to prevent the 
recognition of gain or loss if the proper- 
ty has increased or decreased in value. 
A similar result is.indicated when divid- 
ed interests in the properties are dis- 
tributed, with each recipient receiving 
his appropriate interest in each of the 
properties concerned. An example would 
be the distribution of a separate certifi- 
cate for 1,000 shares of General Motors 
stock to each of the five heirs sharing 
equally in the residue of an estate hold- 
ing 5,000 General Motors shares. 


Dangerous, however, in view of the 
lack of settled authority on the question 
is the distribution of different properties 
to different takers of a fractional interest 
with values adjusted as of the date of 


®See Helvering v. Reynolds, 313 U.S. 428 (1941); 
Maguire v. Comm., 313 U.S. 1 (1941); and Miriam 
Coward Pierson, 27 T.C. 330 (1956) Acaq., aff’d, 253 
F. 2d 928 (8rd Cir., 1958). In the Reynolds and 
Maguire cases it was held that the beneficiary suc- 
ceeded to the fiduciary’s basis, whereas the bene- 
ficiary had contended that he took as his basis the 
value of the property when distributed to him. In 
the Pierson case a similar result was reached, and 
the Court rejected the beneficiary’s contention that 
she realized a deductible loss upon such distribution 
by virtue of the fact that the value of the property 
when distributed was less than her basis for her re- 
mainder interest in the trust or the fiduciary’s basis 
for the property. 

100.D. 667, 3 C.B. 52; S.M. 5719, V-1 C.B. 281; 
Miriam Coward Pierson, supra and Estate of Edith 
M. Findlay, 46 B.T.A. 1214 (1942). 





distribution. If for example, heirs A and 
B each receive 100 shares of stock worth 
$5,000 and having a basis to the estate 
of $2,000 per 100 shares and if heirs C 
and D each receive 50 shares of stock 
worth $5,000 having a basis of $3,000 
per 100 shares, the Service might well 
hold such an unequal division of the es- 
tate’s property to be a realizing transac- 
tion. The danger of such an attack is in- 
creased if cash payments to some heirs 
are utilized to adjust distributions of 
property among the various fractional 
takers. 

There is no authority on this exact 
question. Logically, a key factor is whe- 
ther under the terms of the will or local 
law the specific property vests in the 
heirs as of the date of death subject only 
to probate administration or whether 
the heirs have only an expectancy as to 
specific items of property prior to dis- 
tribution. In Henry J. Faulkin," the hus- 
band’s will left the wife a life estate in 
estate property and provided that when 
his youngest child reached the age of 21 
the property was to be divided between 
the wife and all the children share and 
share alike. The wife’s will left her prop- 
erty to the children in equal shares with 
the proviso that there be no division 
until the youngest became 21, at which 
time the realty should be sold and the 
proceeds divided equally among the chil- 
dren. Subsequently, the realty was trans- 
ferred to four of the seven children at 
agreed amounts and the proceeds divid- 
ed equally among the seven. This was 
held to constitue a taxable sale. Under 
the applicable local law (Illinois) the 
children’s interests in the realty vested as 
of the times of their parents’ death 
rather than in the executor. An interest- 
ing analogy is also provided by the cases 
dealing with property settlement agree- 
ments between husband and wife and 
the questions of whether any gain or loss 
is realized therein.'” 

The decisions cited in footnote 12. 
although by no means consistent with 
each other, have in general held that 
no gain or loss is realized upon a 
true division of the community prop- 

1113 B.T.A. 1200 (1928). 

12See, in this regard, Frances R. Walz, Admx., 32 
B.T.A. 718 (1935); Comm. v. Halliwell, 131 F. 2d 
642 (2d Cir., 1942), rev., 44 B.T.A. 740 (1941) Non- 
acq., cert. den., 319 U.S. 741; Johnson v. United 
States, 45 F. Supp. 377 (S.D. Calif., 1941), rev’d 
and rem., 135 F. 2d 125 (9th Cir., 1943); C. C. Rouse, 
6 T.C. 908 (1946), aff'd, 159 F. 2d 706 (5th Cir., 
1947); Long v. Comm., 173 F. 2d 471 (CA-5, 1949), 
rev’g and rem’g, 6 T.C.M. 614 (1947), cert. den. 
338 U.S. 818; Maurine De Wolfe Brown, 12 T.C.M 
948 (1953); Osceola Heard Davenport, 12 T.C.M. 
856 (1953), appeal to 5th Circuit dismissed, Feb 
16, 1954; Dee Davenpuort, 12 T.C.M. 860 (1953) 
Jessie Lee Edwards, 22 T.C. 65 (1954); Comm. v 
Mesta, 123 F. 2d 986 (83rd Cir., 1941), rev’g, 42 
B.T.A. 933 (1940) Nonaca., cert. den., 316 U.S. 695: 


Robert S. Howard, 32 T.C. No. 125 (1959); and Rob- 
ert C. Enos, 31 T.C. No. 14 (1958). 
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erty, whether by physical division or 
otherwise, if a good faith attempt is 
made to split the fair market value of 
the property equally between husband 
and wife even though the split is dis- 
parate in terms of historic cost bases for 
the property. If, however, cash or notes 
are used by one spouse to justify taking 
particular items of property, a holding 
of purchase of the other spouse’s in- 
terest is likely to result. These same prin- 
ciples should be followed in dividing 
specific property of an estate or trust 
among various fractional takers. Also 
to be considered, although readily dis- 
tinguishable from the situation involved 
in Revenue Ruling 55-117, are the au- 
thorities holding that gain or loss was 
realized by a beneficiary when he ex- 
changed his participating interest in an 
investment trust for his pro rata share 
of each of the securities held by the 
trust rather than being paid his share in 
cash.'* To be contrasted is the recent 


decision in Nancy Wiggin v. United 
States.‘* involving Section 584 of the 


Internal Reveue Code of 1954 and the 
question of what constitutes the with- 
drawal of an interest in a common trust 





Comm. v. Tew, 108 F. 2d 570 (6th Cir., 1940); 
Du Bois Young, 34 B.T.A. 649 (1936) Acq.; and 
G.C.M. 21915, 1940-1 C.B. 148. 

1459-1 U.S.T.C. Para. 9309 (D. Mass. 1959). 


° 


fund for purposes of determining whe- 
ther taxable gain is realized. See also 
Helvering v. Hindes,!® wherein a gran- 
tor’s substitution of irrevocable trusts 
holding preferred stock for irrevocable 
trusts holding common stock with the 
consent of the beneficiaries was held to 
be a mere reshaping of trusts rather 
than a taxable exchange of preferred 
stock for common stock. These latter de- 
cisions indicate a liberal attitude on the 
part of the courts in this area. 


Until and unless this question has 
been resolved favorably, it is advisable 
to make distributions on an aliquot ba- 
sis to the fullest extent possible. 


A similar problem which has yet to be 
resolved is which in- 
is accumulated for a 
period of some years pursuant to a dis- 
cretionary power and then a portion of 
the corpus is distributed to the income 
beneficiary, thus bringing into operation 
the five year throw-back rule.’® Logical- 
ly, if and to the extent that the income 
accumulated by the fiduciary is included 
in the gross income of the beneficiary 
measured by the value of the property 
distributed, the beneficiary should take 


the situation in 
come of a trust 


1574 F. 2d 537 (4th Cir., 1935), aff’g, 29 B.T.A. 
498 (1933). 
'8Sections 665-668, Internal Revenue Code of 1954. 





the then value of such property as his 
basis for it. Such appears to be the re- 
sult of Regulations §1.661 (a) -2(f) (3) 
quoted above even though the distribu- 
tion is not in satisfaction of a pecuniary 
obligation and, thus, no gain or loss is 
realized by the fiduciary on account of 
such realized distribution. 


“Realizing” Tax Benefits 


Although these rules can in a given 
instance result in a disadvantageous 
realization of gain as in the case of the 
formula marital deduction trust involved 
in Revenue Ruling 56-270, they can also 
be used to advantage on occasion. The 
following are a few examples of how 
deliberate realization can produce a de- 
cided benefit taxwise. 

1. If the estate holds securities which 
have depreciated in value since estate 
tax value was determined but which are 
desirable investments, the estate can dis- 
tribute the securities in satisfaction of a 
pecuniary legacy due to an heir and use 
the loss thus realized to offset capital 
gains on other property.'* 

2. If the estate is in low income tax 

(Continued on page 1255) 


If a trust rather than an estate is involved, the 
provisions of Section 267(a) (1) and 267 (b) (6) of 
the Internal Revenue Code of 1954 may bar the de- 
duction of the loss in some instances. 
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Post-Mortem Estate PLANNING 


Taxwise Administration Can Reduce Overall I mposts 


EFORE ANY SERIOUS EFFORT IS MADE 
B: value the assets included in a 
decedent’s estate, you should previously 
have worked out the basic estate ad- 
ministration plan. From this basic plan 
you will have determined generally how 
the specific assets fit into the general 
plan and whether it is desirable for each 
asset to be valued on the high or low 
side of the fair market value. In general, 
it is advisable to value assets on the 
low side. However, there are many ex- 
ceptions. If the income tax bracket of 
the beneficiary is higher than the ap- 
plicable estate tax rate, a high valuation 
may be indicated if there is reason to 
believe that the beneficiary plans to sell 
the assets in the near future. Since most 
inherited assets will be of a nature quali- 
fying as a “capital asset” in the hands 
of the beneficiary, normally it is only in 
the smaller estates that a high valuation 
is desirable for this purpose. On the 
other hand, a high valuation for com- 
munity property, or property which 
qualifies for the marital deduction, will 
frequently be advisable even in the 
large estates because a new income tax 
basis is obtained for both halves of the 
property. 

The appraisal is primarily the re- 
sponsibility of the appraiser, but the 
attorney, accountant, or trust officer can 
make an extremely important contri- 
bution. Assume from the beginning that 
you will have to take the valuation ques- 
tions all the way to the Tax Court. Pick 
competent appraisers who will make 
good expert witnesses. Don’t hesitate to 
get the best appraiser if you have sub- 
stantial values involved. The tax savings 
will pay for their fee many times over. 
Insist that the appraiser have a good 
foundation for his ultimate appraisal 
value. 

Be certain that the appraiser has con- 
sidered the various basic approaches, 
the most common of which are com- 
parative sales, capitalization of income, 
and reproduction value less deprecia- 


From an address before October 1959 meeting of 
Central Arizona Estate Planning Council. 
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tion and obsolescence. Determine which 
methods or combinations of methods 
are most applicable to the type of prop- 
erty being valued. If you are relying 
primarily on comparative sales, be cer- 
tain the properties are comparable and 
watch dates and market conditions inter- 
vening between the valuation date and 
the date of the comparable sale. Most 
important, if there are comparable sales, 
be sure you know about all of them, 
both the good and the bad. 

When you are working with the capi- 
talization of income method, be sure 
your base period is representative. Ex- 
ercise care in the selection of the capi- 
talization rate and analyze in detail the 
income in the base period. When it is 
necessary, make adjustments for un- 
usual and nonrecurring sources of in- 
come. In most instances the depreciation 
will have to be adjusted to conform with 
the depreciable bases and depreciable 
life of a new owner. 

It is very often unwise to have the 
appraiser write up a formal appraisal 
showing any detail, where you are en- 
deavoring to evaluate the future effect 
of a present existing condition. The 
actual events may prove that one of the 
factors heavily relied upon was relatively 
immaterial, while other factors would 
sustain the determined valuation. The 
files must, however, contain all of the 
information from which the appraisal 
report can be written. With the return 
I attach an appraisal letter, signed 
by the appraiser, giving only ultimate 
values. 

Do not file the probate appraisal un- 
til you are completely satisfied with the 
values. If you later decide your valua- 
tions are too high, the courts and the 
Service will tend to look at the ap- 
praisals filed for probate purposes as an 
admission against interest. 


Optional Valuation Date 


One factor often overlooked in the 
very large estate is the investment hedze 
the estate obtains because of the optional 
valuation date. Since the estate is per- 


mitted to value assets for estate tax 
purposes either on the date of death or 
one year later, Uncle Sam assumes the 
economic burden of the loss in a pro- 
portion equal to the estate tax bracket 
of the estate. On the other hand, Uncle 
Sam does not share, so far as federal 
estate taxes are concerned, in any gain 
due to appreciation of investments. 

Accordingly, there is one school of 
thought which maintains that it is fool- 
ish to immediately sell sound invest- 
ments that have potential appreciation. 
Furthermore, the immediate conversion 
to cash will most likely cause a rather 
substantial loss of income. I feel that 
this theory is very sound in the very 
large estates, but only in the one-year pe- 
riod. 


Executor’s Commission 


Commissions constitute ordinary in- 
come to the executor but a deduction to 
the estate. If the executor is the primary 
or only beneficiary, it would seem fool- 
ish to pay income tax on funds that 
would otherwise pass to the executor 
free of income tax. However, if the 
executor’s income tax bracket is low, 
and that of the estate high, there is an 
advantage to taking the commission and 
paying income tax on it. The estate 
then receives the benefit of the deduc- 
tion and can elect to take it on either 
the income or estate tax return. 

Where it is advantageous to waive the 
executor’s commission, Revenue Ruling 
56 requires that the waiver must have 
been made prior to the time any sub- 
stantial services were performed. | 
question the validity of the ruling, but 
don’t buy a law suit. 


Activating Testamentary Trusts 


Serious consideration should be given 
to activating any trusts early in th 
estate administration. This will create 
additional taxpaying entities. The dis- 
tribution from the estate to the trus' 
will give the estate an immediate income 
tax deduction equal to the amount of 
the principal distribution, or the por- 
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tion of the estate income to which the 
trust was entitled, whichever of the two 
amounts is the lesser. 


If the trust income is itself distri- 
butable to the beneficiaries of the trust, 
you must examine what the effect in- 
come-tax-wise will be on such _ benefi- 
ciaries. In the event the beneficiaries 
are in high tax brackets, the tax effect 
could be adverse. Also, you will want 
to consider to what extent it is advis- 
able to activate a particular testamentary 
trust. Usually you will have a great deal 
of latitude as to whether to distribute 
all of the trust assets to the trust, or 
merely some portion, at various stages 
of the estate administration. 


Determining Accounting Period 


The executor’s right to elect when the 
first taxable period for income tax pur- 
poses ends (not more than 12 months 
after death and on the last day of a 
calendar month) can be one of the more 
important elections he makes. The ob- 
jective is to end it at a time to obtain 
the minimum practical tax bracket with- 
out using up deductions which can be 
saved and applied in later years when 
reporting of a full twelve months’ pe- 
riod is mandatory. In effect, the estate 
is permitted to spread its income into 
one more tax return for one more year, 
resulting in the same total income but 
taxed at substantially lesser rates. 


If you adopt a fiscal year for the 
estate, there is danger that the eventual 
beneficiaries of the estate income could 
have two years of income taxed in the 
same year on their individual returns. 
For example, the estate has elected a 
fiscal year ending January 31. The bene- 
ficiary files his individual returns on a 
calendar year basis. In January the in- 
come for the estate’s prior eleven-or 
twelve-month period is distributed to the 
beneficiary. In December of that year 
the estate is closed and the income from 
February 1 to December is distributed 
to the beneficiary. Both distributions 
are taxed to the beneficiary in the same 
calendar year, and therefore he is put 
in an unfavorable tax bracket. This re- 
sult can be avoided by proper planning. 


Where to Deduct Administration 
Expenses 


Administration expenses can be de- 
ducted either on the federal estate tax 
return or on the estate’s income tax re- 
turn, but, except for a few rare in- 
stances, the same expense cannot be de- 
ducted on both. Obviously, it is to the 
advantage of the estate to deduct these 
expenses on the return in the higher 
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bracket. It is not necessary that they 
all be taken on one or the other. Fur- 
thermore, you have a new election each 
income tax year for expenses not previ- 
ously deducted on the income tax re- 
turns, but an expense can only be de- 
ducted for income tax purposes in the 
year in which it is paid. 

If you merely wait until the end of 
the year, then total up the applicable 
administration expenses, compare the 
income tax rate to the estate tax rate, 
and deduct the items on the return that 
will give the greater benefit, you have 
not taken full advantage of the oppor- 
tunities, and probably the result is a 
larger tax cost than would have been 
necessary. The best results can only be 
obtained by an early examination of 
the expenses likely to be incurred, and 
estimate of the estate’s future income 
broken down into the estate’s taxable 
years. It will be found that a large por- 
tion of expenses are flexible as to the 
year of payment. It is to the advantage 
of most estates to elect to report its 
income for federal income tax purposes 
on a cash basis. Therefore, if the estate 
reports on a cash basis, the administra- 
tion expense becomes deductible in the 
year paid. 

The two major administration ex- 


penses, aside from taxes, are normally 
the attorney’s fees and the executor’s 
commissions. With the cooperation of 
the executor and the attorney, the times 
of payment can be easily controlled. This 
factor is in effect a built-in safety guage 
against the estate’s incurring abnormally 
high income taxes. When coupled with 
the right to elect a fiscal or calendar 
year of the estate, the estate’s first 
year’s income can rather readily be con- 
trolled without deducting any major ad- 
ministration expenses. 

I do not believe it is proper for the 
attorney or executor to receive substan- 
tial payments for future services. How- 
ever, if the estate income is cut off at a 
proper period in the first year subse- 
quent to the decedent’s death by the 
selection of a fiscal year, probably four- 
teen or fifteen months of estate adminis- 
tration will have been concluded by the 
time the payment of these fees and com- 
missions could be advantageously de- 
ducted. The services performed during 
that period should justify substantial 
payments on account in those cases 
where an income tax deduction is ad- 
vantageous. 

Any excess of deductions which the 
estate cannot offset with income in the 
final year of administration will be 
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passed on and can be deducted by the 
beneficiary in that year. Therefore it is 
often advisable to save a portion of the 
administration expenses for use by the 
surviving spouse to cushion the high 
tax bracket occasioned by the combined 
income of the estate and the spouse in 
that year. 


The election to deduct expenses is 
made on the income tax return. Al- 
though the election (in duplicate) is 
usually attached to the return, it may 
be filed any time during the statutory 
period of limitations for the income tax 
return on which the deductions are 
claimed. This means that even though 
the federal estate tax return has been 
filed and deductions claimed, it may be 
still possible to claim the deductions 
on the income tax returns. In those cir- 
cumstances the auditing agent would, of 
course, disallow the duplicate deduc- 
tions claimed on the federal estate tax 
return. 


Planned Distributions 


Planned distributions of income can 
result in tremendous tax savings by 
equalizing the income tax brackets of 
the estate and of the beneficiaries of 
the estate. These distributions must be 
coordinated with the deductions of ad- 
ministration expenses. Toward the end 
of the taxable year the estate income 
and the income of the beneficiaries are 
examined. Consideration is given to the 
best use of the various deductions. To 
the extent that a similar result can be 
obtained by making distributions of in- 
come, do not waste administration ex- 
penses. 


Distributions of corpus are considered 
distributions of income unless the testa- 
mentary gift is of a specific sum of 
money or property and is not required 
to be paid in three or more installments. 
Nevertheless, no distribution of corpus 
will be considered to be a distribution 
of income to an extent greater than the 
taxable income of the estate, or the right 
of the beneficiary to receive income. 


Continuing Administration 


In most of the larger estates, the 
longer the estate administration is con- 
tinued, the greater the tax savings. Un- 
der these circumstances it is generally 
not advisable to accelerate the adminis- 
tration. 


The Internal Revenue Code makes no 
mention as to how long an estate in ad- 
ministration will be recognized for tax 
purposes as a separate taxable entity. 
The Committee Reports of the 1954 Act 

(Continued on page 1256) 
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FOUNDATIONS AND FARMS 


Two Phases of Family Tax Planning 


WINFIELD BLACKWELL 


Blackwell, Blackwell & Canady, Winston-Salem, N. C.* 


the word “foundation” automatical- 
ly related it in their mind with the great 
foundations runnings into multi-million 
dollar figures and bearing the names of 
Rockefeller, Ford and the like. In more 
recent years, however, persons of modest 
estates and income have more and more 
come to use family charitable founda- 
tions, 

Charitable foundations can be in two 
forms: a trust which has trustees under 
a trust instrument establishing it and 
outlining its purposes, provisions and 
powers, or a corporation which is estab- 
lished by articles of incorporation filed 
with the Secretary of State, and which 
has directors or trustees and a charter 
specifying powers and purposes. In 
either event, it is important to qualify 
the foundation as entitled to exemption 
from tax on its income and also to qual- 
ify it as a charitable organization under 
the gift and estate tax law. 

The attorney should be careful that 
the family clearly understands the long- 
range plan of the foundation and its 
operations. A charitable foundation may 
be used in family tax planning, but it 
must be clearly remembered that it will 
retain its tax benefits only as long as 
it performs a public service, and that 
it will be in danger of losing its bene- 
ficial position if its activities are used 
for the private benefit of the family or 
other individuals. 

There are some advantages favoring 
a charitable foundation in the form of 
a corporation as against one in the form 
of a trust. Trustees run some risk of 
potential liability from improper invest- 
ments or for other unintentional stray- 
ing from the language of the trust in- 
strument, whereas the corporation form 
does not limit the operating powers of 
the corporation by the terms of the 
creating document as strictly as with a 
trust. The foundation, of course, must 
operate for religious, charitable, educa- 


Y BARS AGO MOST PEOPLE HEARING 


*This material is excerpted from a comprehensive 
paper on Tax Planning for the Family which was 
presented at the October 2nd meeting of the North 
Carolina Bankers Association Trust Division. 
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tional, scientific or certain other speci- 
fied purposes. No part of its earnings 
may inure to the benefit of any private 
person, and no substantial part of its 
activities may consist of propaganda 
or attempting to influence legislation or 
intervening in political campaigns. Nor 
must it unreasonably accumulate its in- 
come in too great amounts or for too 
long a period. The statutes also specify 
a number of prohibited transactions, 
such as: the foundation must not give 
any special benefits to its creators or 
other individuals, such as buying securi- 
ties from such individuals for an un- 
reasonably high price, or selling securi- 
ties to them for an unreasonably low 
price, or paying unreasonably high com- 
pensation for services, or loaning money 
at an unreasonably low rate or with 
inadequate security. Without these pro- 
tections, persons could establish and 
flagrantly abuse the privilege of chari- 
table foundations. 


However, with proper safeguards and 
if continually supervised to be sure that 
the foundation is being operated in ac- 
cordance with the laws a family may 
not only satisfy their charitable and 
generous plans, and do a great deal of 
good for others, but may also enjoy 
substantial tax benefits. Many taxpayers 
have incomes which are much higher 
in one tax year than another. They 
would like to give a substantial per- 
centage of their income each year in 
order to utilize the full deduction al- 
lowed. To avoid hasty decisions at the 
year end as to how much to give and 
how to allocate gifts among _bene- 
ficiaries, the use of a foundation enables 
the family at year end to put the entire 
amount as a contribution into the foun- 
dation. Thus, the family receives the 
entire deduction benefit from income 
in the year in question, but may post- 
pone until the following year or even 
later the decision as to the beneficiaries 
and the respective amounts of contribu- 
tions. This enables the family to level 
out their gifts to their favorite charities 
from year to year for the mutual bene- 


fit of the organized charities who re- 
ceive the gifts and of those who make 
the gifts. It also enables the family to 
control the operations of the foundation 
by saving the power to name the direc- 
tors or trustees, who can in turn ap- 
point their successors. 

The family foundation may serve to 
insure continued control of a family 
business after the death of the principal 
stockholder. Sometimes obtaining liquid 
funds to pay death taxes requires sacri- 
fice sale of shares of stock, or conse- 
quent loss of control of a family busi- 
ness by such sale. As in the case of the 
Ford Motor Company Foundation, con- 
trol of the business may be retained in 
a relatively small number of shares of 
voting stock, whereas the principal dol- 
lar value may be represented by non- 
voting common stock or by non-voting 
preferred stock. Preferred stock has a 
more precise valuation than the un- 
certain valuation of common stock in 
closely held companies. A careful plan 
could thus permit establishment of a 
family foundation, gifts of a series of 
blocks of non-voting stock in the fam- 
ily corporation to the family foundation 
during the donor’s lifetime, and at 
death, a bequest of a substantial por- 
tion of the non-voting stock to the foun- 
dation. There would of course be no 
tax upon the bequest to the foundation, 
nor any gift tax on the lifetime gifts. 
The value of the estate subject to death 
tax would thus be substantially reduced, 
with control of the corporation retained 
by the family members holding the 
shares of voting and controlled stock. 


In proper instances, a foundation may 
also serve to purchase assets from the 
grantor or from his estate or family. 
Suppose a person is in the 65% income 
tax bracket. If he gives $12,000 a year 
to a charitable foundation, it costs him 
only about $4,200 since the government 
would otherwise take the rest in income 
tax. If the charity invested the gift at 
4% yield per year, in ten years the 
foundation would have about $150,000. 
On the other hand, if the individual had 
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kept the $12,000 each year, his own 
remainder of such income, after paying 
his personal income taxes, would only 
amount to about $52,000. Thus, with 
proper safeguards, the foundation would 
after ten years be able to purchase non- 
liquid investment assets from the grantor 
or the family. 

Trustees or directors of a charitable 
foundation may either be members of 
the family, or a corporate trustee, or a 
combination of both. Many families have 
found satisfactory results with directors 
and trustees consisting of a competent 
trust department as co-trustee with fam- 
ily members or other individuals. By a 
family foundation, frequently a bank 
trustee can prove its usefulness during 
the grantor’s lifetime. The grantor can 
also bequeath substantial gifts to the 
same foundation by will. 


Incorporation of Farms 


In recent years more and more fami- 
ilies owning substantial farm or agri- 
cultural businesses have found it ad- 
visable to operate in corporation form. 
It is important first to determine what 
is the family desire: do they wish to 
perpetuate their farming business or do 
they want it to be sold at their death? 
Are they concerned about possible dam- 
age suit liability? Do they desire the 
parents gradually to move toward retire- 
ment, retaining proper security for their 
old age, while encouraging the young 
generation to stay on the farm, and to 
have sufficient security for the future 
to be willing to devote their generation 
to continuing to build up the farm and 
maintain the family way of life? 

There are various advantages to in- 
corporation of farm businesses. It gives 
greater flexibility to those who wish to 
expand their operations by moving into 
other agricultural fields, or into sand 
and gravel operations, for-hire bulldoz- 
ing, ditching and land clearing, as well 
as the regular raising of crops, dairy 
and beef cattle, poultry, etc. It also 
limits any damage suit liability and 
risk of operations to the net worth of 
the corporation itself. Depending upon 
a comparison of income tax rates, it 
could also result in lower tax on the in- 
come of the entire farm operations, thus 
enabling more net funds to be set aside 
for working capital or for expansion or 
acquisition of additional land. 

Further, family members can work to- 
ward retirement. Qualified pension and 
profit sharing plans could be utilized by 
a corporation, whereas individual own- 
ers or partnerships could not. Salaries 
and other compensation may be paid to 
various working family members to 
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build up their social security retirement 
rights. The parents could sell their farm 
to the corporation for its stock and other 
securities, could continue to work and 
go on the farm payroll, while at the same 
time gradually selling their stock on a 
reasonable installment basis to their chil- 
dren. They could also transfer addi- 
tional shares of stock by way of gift. 
As an alternative, much of the in- 
terest of the former owner of the farm 
could be represented by bonds or notes 
owing to him by the corporation, on 
which he could receive interest to add 
to his other retirement income. 


Most owners genuinely wish to grad- 
ually turn over ownership and control 
of the farm and its operations to their 
family but they are reluctant to give it 
away by deeds conveying title to part 
of the land for fear of the consequent 
loss of security to them in their old age, 
and the possibility that death or later 
unreliability of a child-donee of part of 
the land could break up the farm. By use 
of the corporation farming method the 
senior generation can accomplish much 
the same result as previously mentioned 
for the family charitable foundation. 
The majority of the voting stock may be 
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retained by the old folks, and a steady 
system of annual gifts of interests in 
the farm, by giving preferred stock or 
non-voting stock to family members, can 
gradually reduce the taxable estate of 
the older generation and rapidly build 
up the value in the hands of the younger 
generation. Likewise, in addition to the 
potential inheritance tax savings, the 
family income, instead of being pyra- 
mided into one high surtax bracket if 
kept in the name of the father, can be 
spread through salaries and bonus com- 
pensation paid by the corporation 
among the various working members of 
the family. 
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“Dreamy” Estate Planning 
at Bar Meeting 


“Dreamy Notions and Hard Facts in 
the Estate Planning Industry” was the 
theme of the Real Property, Probate and 
Trust Law Section’s joint meeting with 
the Section of Taxation at the American 
Bar Association’s regional meeting in 
Memphis on November 13. Joseph 
Trachtman, T&E’s New York legal edi- 
tor, led off on the subject, and was then 
joined in a panel discussion by Jack S. 
Morris of Chicago, Professor A. James 
Casner at Harvard Law School, and 
Troy Beatty, Jr., senior vice president 
and trust officer of First National Bank 
of Memphis. 


Mr. Morris earlier delivered a talk on 
“Tax Aspects of Real Estate Transac- 
tions.” 


On March 1, 1957 





“Estate Planning — Avoidance of Probate” was discussed by Professor A. James Carner of 

the Harvard Law School at a meeting on November 16, in the ballroom of the Statler-Hilton 

Hotel, sponsored by the National City Bank of Cleveland. Some 800 attorneys, life under- 

writers and accountants (the crowded balconies are not shown) attended. Prof. Carner has 

been the keynoter of discussions on estate planning in Cleveland since 1956 under National 

City’s sponsorship. Burton A. Miller, vice president in charge of the trust department, 
presided. 





MDRT Issues NEw BooKLet 


A new descriptive brochure about the 
Million Dollar Round Table is being 
published this month for use by Round 
Table members as well as the entire life 
insurance industry to better acquaint 
the general public with the Round Table, 
according to MDRT Chairman Robert 
S. Albritton, C.L.U., Provident Mutual, 
Los Angeles. 

It is designed to explain what the 
Round Table is, how it began, what its 
purposes are and what membership in 
the Round Table means. 
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Estate Planners Day Held 


The sixth annual Estate Planners Day 
was held in Washington, D. C., on 
November 30. Over 200 leading repre- 
sentatives of the legal, accounting, bank- 
ing, and life insurance professions heard 
W. Gibbs McKenney, Baltimore attor- 
ney, point out that “hasty action and 
stereotype planning” had no place in 
the planning of a business liquidation or 
perpetuation plan. He stated that it was 
incumbent on the financial planning ad- 
viser to exercise patience with the busi- 
nessman-client when presenting sugges- 
lions involving rearrangements in his 
personal or business affairs. Repetition 
of facts without any pressure is im- 
portant, he noted, in order to help the 
businessman dislodge any misgivings he 
may have concerning proposed changes. 
No one solution exactly fits the problems 
of any two clients. 


Charles B. McCaffrey, of the Wharton 
School of Finance, discussed the private 
annuity as a relatively new planning de- 
vice whereby a man can transfer assets 
irom his estate without the penalty of a 
gift tax and at the same time eliminate 
the Federal estate tax thereon without 
decreasing his current spendable in- 
come. 

There followed a panel discussion 
presented by four experts in the field of 
estate planning. 

This program is jointly sponsored 
each fall by the local Estate Planning 
Council and Chapter of Chartered Life 


Underwriters. 
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Toe Necessity For EXCELLENCE 


Professional Status of Trustmen and the 
Matter of Relations with the Bar 


CHARLES W. HAMILTON 


President, Trust Division, American Bankers Association; 
Senior Vice President and Trust Officer, National Bank of Commerce, Houston, Texas 


T HAS ALWAYS INTRIGUED ME THAT SO 

many trust officers are lawyers, form- 
ally admitted to the Bar. Many were 
successfully engaged in practice before 
they became associated with their insti- 
tutions. Hence it is difficult to compre- 
hend just how the trust officer, or the 
vice president and general counsel of a 
corporation, becomes a layman by be- 
coming a corporate officer. He does not 
doff his respect for canons of ethical 
procedure thereby, as though it were a 
cloak. 

Yet in parts of our country the rela- 
tions between the Bar and trust institu- 
tions — and, I might add, other business 
and professional groups — have been 
strained. On the other hand, however. 
there have been sincere attempts by 
trustmen and lawyers to reach an area 
of agreement.* 

One of the reasons for the concern 
of the Bar is that we are doing the job 
of settling estates and administering 
trusts they used to do. Another reason 
is based on the tag-line to the master- 
piece, “Scott on Trusts,” where Profes- 
sor Scott says proudly: “The Law of 
Trusts is living law.” Because it is dy- 
namic law, the conception of what is 
commonly understood to be the practice 
of law is ever changing. Trust institu- 
tions do not practice law, and, to be 
sure, they do not want to practice law. 
They have enough to do as it is. But 
with the growth and development of 
business, together with the great multi- 
plication and complexities of laws occa- 
sioned by such growth, it has become 
necessary for lawyers to specialize in 
particular branches of the law. This 
specialization has heightened the change 
in concept just mentioned, and courts 
are now holding that trust institutions 
may prepare tax returns and deal with 
taxing authorities. 


Condensed from address before Mid-Continent 
Trust Conference, Detroit, Nov. 5, 1959. 

*Cf. American Bankers Association booklet en- 
titled: “The Respective Spheres of Lawyers and 
Trust Institutions.” 
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Help for and 
from Lawyers 


I don’t suppose there has been a single 
month in the past ten years that we have 
not been approached by an attorney 
who requested assistance in the prepara- 
tion of a trust instrument. While we 
won't even use a standard form instru- 
ment for custody or agency services, we 
do have a supply of forms which we 
make available to lawyers on request. 
We are now in the process of having a 
will manual prepared for distribution to 
attorneys in our county. We find such 
cooperation invaluable, for it helps the 
lawyer to serve his client and under- 
scores our statement that we do not 
practice law. At least no one yet has 
held that our furnishing forms to attor- 
neys constitutes the practice of law. 

Because so many trust officers are law- 
yers, they have no quarrel with the rule 
that trust institutions do not practice 
law. But because these trust officers are 
fiduciaries, they have a right to expect 
that the lawyers will practice law, and 
practice it right and without undue 
delay. Fortunately for the trust business, 
the great majority of lawyers who are 
specialists in probate and trust law are 
competent and, strange as it may seem, 
among the very best salesmen the trust 
institutions have. 

Even among lawyers who are not spe- 
cialists in our field, we find more and 
more that they are recommending to 
their clients that they name a corporate 
executor and trustee. This is particularly 
true where the attorney has had experi- 
ence with the trust institution and where 
it is known to be the policy of the bank 
to retain the attorney who drew the will 
to represent the executor and trustee. 
This trend will continue if we render 
excellent service and deal fairly with 
our beneficiaries and with the lawyers. 
The whole thing is a matter of educating 
the lawyers and their clients as regards 
the simple facts that trust institutions 
exist to render specialized services for a 


modest fee and that trust institutions do 
not practice law. 


Why the Shooting? 


What, then, is the shooting all about? 
I think it is because we are doing a 
job that needs to be done, and we are 
doing it well. No one familiar with the 
facts can rightly say that corporate fidu- 
ciaries have money-making goals for 
themselves rather than for their benefi- 
ciaries. Break-even goals are about it, 
even with those of us who manage to 
stay in the black and make a small 
profit. There are trust institutions in 
this country that are consistently profit- 
able; but in my 30 years as a trustman, 
I’ve never known of any that made ex- 
cessive profits. We would be more in- 
clined to reduce our charges and attract 
more business than to try to make too 
much money. Our customers and our 
competitors wouldn’t let us. Further- 
more, I don’t think the lawyers have 
any monopoly on the duty of absolute 
loyalty to the client, and undivided 
allegiance — nor on competence, either, 
for that matter. 


The fact that the Bar has been zealous 
in the quite pruper and praiseworthy en- 
forcement of its canons of ethics has had 
an effect on the trust business that I am 
sure the lawyers never intended. The 
trust business is becoming a profession, 
respected, relied upon and growing in 
public acceptance. The Bar had a lot to 
do with it. The several Statements of 
Policies or Principles developed through 
the Conference method between the 
American and various state Bar Associa- 
tions and various business and profes- 
sional groups have been salutary. These 
have tended to place such business and 
professional groups on a level with the 
Bar. The thing that rankles is that the 
Standing Committee On Unauthorized 
Practice of the Law refers to us as lay- 
men. Historically, there have been three 
fundamental principles generally associ- 
ated with a profession: organization; 
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learning — i.e., pursuit of a learned art; 
and a spirit of public service. The public 
feels we have met these standards; why 
not the lawyers? 


Professional Status 


It is to the eternal credit of the Bar 
that through the National Conference 
Group, established some years ago by 
the Trust Division of the American 
Bankers Association and by the Amer- 
ican Bar Association, we generally have 
been able to resolve our differences in a 
spirit of friendly cooperation. However, 
despite the fact that the Trust Division 
Executive Committee decided not to in- 


tervene and so told the National Con- 
ference Group, the American Bar Asso- 
ciation considered the Connecticut Bar 
Association case so significant to the 
lawyers that a brief amicus curiae was 
filed. I commend to all trustmen and 
lawyers the decision* of the Supreme 
Court of Errors in which the Court 
ruled again that the test in determining 
whether or not independent outside 
counsel must be employed to represent 
the corporate fiduciary is whether or 
not the matters at hand involve “prob- 
lems of a type such that their solution 





*See T&E, Aug. ’59, p. 805. 
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would be ‘commonly understood to be 
the practice of law’.” Mr. Zukoski* be- 
lieves the decision reiterates a basic 
legal misconception; namely, that the 
corporate fiduciary is acting for others 
and not for itself and so, when acts 
constituting the practice of law are in- 
volved, must employ independent out- 
side counsel. He feels as I do, however, 
that the decision goes a long way toward 
providing a sounder basis for clarifying 
relationships in that state. 

This case is a signal recognition of 
the right of the trust institution to have 
dealings with its customers, to prepare 
instruments in the services incidental to 
the administration of its estates and 
trusts, and to deal with taxing authori- 
ties. It has always been a cardinal prin- 
ciple of trust institutions that our cus- 
tomers should consult their own. attor- 
neys for advice and have them draw 
any necessary instruments; and, of 
course, we are only too glad to have an 
attorney appear with and for us when 
we go to court; but trust officers have 
achieved some competence in the admin- 
istration of trusts and estates, and it is 
heartening for a court to recognize this 
and let us go about doing our good job. 

We learned in school that the trust 
business was a business. We were warn- 
ed not to consider ourselves professional 
men, for then we could not advertise 
and solicit appointments. We were told 
that our settlors and testators and bene- 
ficiaries were customers and not clients. 
Yet, thanks to the Bar, as I have said, 
and to the fact that so many trust offi- 
cers are lawyers, and, more importantly, 
to the very nature of our business, we 
are coming generally to be considered 
professional men. The hallmark of the 
professional man is the reputation he 
has earned as a result of excellent ser- 
vice rendered. 

A Statement of Principles of Trust 
Institutions was adopted in 1933 by the 
Trust Division of the American Bank- 
ers Association. It was not ordered by 
a court, it was not prescribed by a 
regulatory body, it was not forced upon 
us. We adopted it ourselves. By so do- 
ing, we took the first step toward public 
acceptance of the fact that the trust 
business is an honorable profession. The 
modern trust institution represents to its 
customers and to the Bar and to the 
public that it is possessed of a high de- 
gree of skill based on care, and fairness, 


and learning, and experience, and 
promptness, and impartiality, and loyal- 
ty — in short, on excellence. 


*Charles F. Zukoski, Jr., executive vice president, 
First National Bank of Birmingham. 
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Progress Report on 


SELF-EMPLOYED RETIREMENT ACT 


CECIL P. BRONSTON 


Vice President, Continental [Illinois National Bank and Trust Company, Chicago 


HETHER THE CURRENT EFFORTS 

for passage of the Self-Employed 
Individuals’ Retirement Act succeed or 
fail, it does seem probable that, except 
for the unlikely event of a general re- 
duction in the tax impact on individuals, 
the pressure for legislation of this nature 
will finally force favorable action. If this 
be true, what we trustmen do now to 
obtain technically correct trust provi- 
sions will benefit our institutions in ad- 
ministration of the restricted retirement 
trust funds. 

Although passage of the bill will open 
new opportunities for our services, we 
will have to work diligently, efficiently, 
and against some odds, for any real gain 
for our shareholders from this business. 
One qualified and informed trust official 
has estimated that the pooled type of 
restricted retirement trust, to be profit- 
able of itself, will require the participa- 
tion of some 10,000 members. If this be 
so, in the ordinary trust department the 
operation of restricted retirement trusts 
~— even' though permissibly invested in 
an existing common trust fund — may 
become a questionable luxury. So our 
concern with the terms of the bill is 
understandable. 


Committee Suggestions 


In May 1959, The Employees Trusts 
Committee of the A.B.A. Trust Division 
made four suggestions to the Senate Fi- 
nance Committee, which were supported 
by our testimony at the hearings that 
took place in June. These suggestions 
were that: 


(1) The section dealing with per- 
missible investments be revised to 
provide that restricted retirement 
funds may be invested as nation- 
al banks may invest trust funds 
(that is, in any investments in 
which fiduciaries in the State in 
which the trustee is acting may 
lawfully invest) subject to the 
limitation that no investment 
shall be made in the obligations 
of any one entity to exceed the 
greater of $10,000 or 10 per cent 


From address before 28th Mid-Continent Trust 
Conference, Detroit, Nov. 6, 1959. 
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of the fair market value of the 
trust, unless that investment be 
in United States Government ob- 
ligations, stock in a _ regulated 
investment company, or partici- 
pations in any common trust fund 
or other collective investment 
fund established and administered 
under rules and regulations of the 
Federal Reserve Board. 


(2) Interests in restricted retirement 
trusts be exempt from docu- 
mentary issuance taxes, just as 
with interests in common trust 
funds and collective investment 
trusts for employee retirement 
funds. 


(3) The sections dealing with pro- 
hibited transactions be revised so 
that: 

(a) the definition of prohibited 
transactions be made uniform 
in effect with the existing 
definition in the Code, except 
that in restricted retirement 
funds the trustee shall be 
prohibited from lending prin- 
cipal or income of the trust 
to a member; and 

(b) a restricted retirement fund 
shall not lose its tax exemp- 
tion as the result of a pro- 
hibited transaction, if adjust- 
ment satisfactory to the Sec- 
retary of the Treasury is 
made within such reasonable 
time as the Secretary deter- 
mines, 

(4) The section relating to restricted 
retirement policies be revised to 
permit a participant to direct the 
transfer of the cash surrender 
value of a restricted retirement 
policy to a restricted trust fund 
as a companion provision to one 
which permits purchase for a 
participant of a restricted retire- 
ment policy from funds in a re- 
stricted retirement trust. 


Other Proposals Affecting Trusts 


Other suggestions for changes were 
offered before the Senate Finance Com- 
mittee by other interested individuals 
and organizations: 


{Congressman Keogh expressed his 
support of an extension of the invest- 
ments which banks, as trustees of re- 
stricted retirement funds, may make 
to include “. . . saving accounts in 
institutions in which accounts are in- 


sured by the Federal Savings and 
Loan Insurance Corporation or by the 
Federal Deposit Insurance Corpora- 
tion . . .” Congressman Keogh also 
indicated that he would favor per- 
mitting insured thrift institutions, 
mutual savings banks, and savings 
and loan institutions to qualify as 
authorized depositories of restricted 
retirement funds. 

§The National Association of In- 
vestment Companies proposed that 
“. . . Where the trust agreement by 
its terms restricts the investments 
which may be made by the [restricted 
retirement] trust to obligations of the 
United States Government and shares 
of publicly held investment companies 
registered with the Securities and Ex- 
change Commission, the bill should 
not require that the trustee be a bank, 
but should require only that a bank 
be custodian of the securities in the 
trust under appropriate regulations of 
the Secretary of the Treasury.” 

{In a similar vein, the Investment 
Counsel Association of America, Inc., 
recommend that the Keogh bill be 
amended to provide that banks, as 
trustees of restricted retirement funds, 
may share or delegate the power to 
control the investment and reinvest- 
ment of funds held in such trusts. 


S.E.C. and State Regulation 


Staff members of the Securities and 
Exchange Commission have informally 
expressed the view that the Securities 
Act of 1933 and the Investment Com- 
pany Act of 1940 require that banks 
will have to register with the S.E.C. any 
pooled or collectively invested trusts cre- 
ated under the Keogh bill. These staff 
members recognize that the rationale 
which has exempted individual inter 
vivos trusts from regulation is probably 
applicable to Keogh trusts created by 
individuals and not invested collectively 
with other Keogh trusts. But they indi- 
cated their belief that such trusts, when 
invested collectively in a Section 17 com- 
mon trust fund, may be subject to S.E.C. 
jurisdiction, and that group or associa- 
tion Keogh trusts, funds of which are 
invested collectively pursuant to Section 
10 (c) of Regulation F, will be subject 
to S.E.C. jurisdiction. 

Our Committee’s position is that there 
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are reasons to consider all trusts exempt 
from registration but that, if necessary 
to clarify the subject, amendments to 
the bill should be made. The S.E.C. staff 
members have expressed the hope that 
an amendment can and will relieve the 
S.E.C. of responsibility in the Keogh 
trust field. Through the legal staff of the 
American Bankers Association, we are 
currently trying to work out an under- 
standing or form of mutually acceptable 
amendment. Detailed preparations for 
implementing the Keogh legislation with- 
in our banks should take into account 
the S.E.C. questions. 

With our attorneys, we must also con- 
sider whether our respective States have 
securities acts that will affect our plans. 
Further, it is timely that we review our 
State laws on these three points: first, 
whether Keogh trusts will be free of the 
rule against perpetuities; second, 
whether Keogh trusts will be subject to 
statutes against accumulations; and 
third, whether the requirement in the 
Keogh bill that a member’s interest in a 
trust be non-assignable is in conflict with 
the State’s law regarding spendthrift 
trusts. Our Committee on Employees 
Trusts has taken a view similar to that 
of our counterpart Committee of the 
American Bar Association’s Real Prop- 
erty, Probate and Trust Law Section — 
that problems such as this can best be 
resolved locally. 


Anticipated Growth of Keogh Trusts 


The interest of each of our banks in 
offering Keogh trust facilities is directly 
related to the probable degree of accept- 
ance by the self-employed of Keogh tax 
deferral opportunities. Dr. Roger F. 
Murray, in his Senate Finance Commit- 
tee testimony, stated that the Treasury 
Department’s estimate of $1 billion a 
year in payments to restricted retire- 
ment plans “is not likely to be reached 
for five years or more... A billion dol- 
lars in average deposits of, say, $1,000 
means that a million of self-employed 
will have to be educated and sold on 
this new savings plan.” 

Dr. Murray’s analysis finds support 
in the experience of our Canadian trust 
company counterparts. After enactment 
of the Canadian bill in April, 1957, 3,750 
persons became participants in plans 
administered by trust companies during 
the remainder of that year. In 1958, 
2,935 additional persons initiated parti- 
cipation in trust plans, for a two-year 
total of 6,685 persons. Our Canadian 
friends have found this response rather 
discouraging. 

Recalling, however, the modest ori- 


gins of other now flourishing areas of 
trust business, and taking into account 
what all of us recognize to be the very 
substantial latent market for Keogh-type 
business, perhaps these comments should 
not arouse pessimism over the long-term 
prospects for development of Keogh 
business but, rather, realism as to the 
magnitude of the solicitation effort 
which will be necessary and the slow- 
ness with which we may expect to see 
our efforts produce results in the form 
of profitable business. 


Efficiency and Compensation 


A committee of the American Bar 
Association is working on model trust 
forms to which our Committee is con- 
tributing. The problems of operations 
are considered in several of the source 
materials listed in the appended bibliog- 
raphy. 

In an article in the August 14, 1959 
issue of American Banker, Earl R. Hud- 
son, President, Kennedy Sinclaire, Inc., 
offered the following observations: 


“(a) .. . certain factors must be 
present before a bank makes its de- 
cision to go ‘whole hog’ after the 
available billions, for there is no 
virtue to establishing the service un- 
less it can be sold at a profit. 
“(b) .. . Realistic fees should be 
set. Is one-half of 1% realistic? I 
don’t think so! 
“(c) Activity charges should be 
imposed on unusual requests by par- 
ticipants, 
“(d) Heavy withdrawal fees should 
be charged. 
“(e) In determining charges the 
same concept should be applied to 
handling a self-employed retirement 
account as is applied to handling 
checking accounts (complete analy- 
sis), small loans, and other profitable 
bank business. 
“(f) ... the trust business can be 
destroyed through cutthroat competi- 
tion (as has to an extent happened 
in the pension field), and playing with 
‘loss leaders’ can be dangerous... ” 
A pattern of fees has developed 
among Canadian trust companies at an 
annual rate of 94 of 1% of the market 
value of the trust. In our own country, 
an eastern trust company has indicated 
publicly that its fees might in some cases 
be as low as % of 1%. Another has 
stated its studies indicate that to an ab- 
solute minimum management charge of 
14 of 1% there must be added a flat 
dollar charge for each contribution. 

Let’s be certain that we operate in 
this new field in the dignity and wisdom 
of the premise that our services deserve, 
and we shall receive, adequate compen- 
sation. 
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Related Trust Business 


Another factor, which may well moti- 
vate many banks to offer Keogh services 
in spite of their reservations as to im- 
mediaie profitability, relates to the gen- 
eration of other trust and banking busi- 
ness among customers whose contact 
with the bank may have first come 
through the retirement fund or be 
strengthened by reason of it. Hudson 
suggests that the member of substance 
will tie his accumulated deposits into an 
estate plan under which the bank will 
be appointed executor and trustee under 
either a life insurance or a testamentary 
trust. 

The great growth of the trust business 
is proof that we do not hesitate to de- 
part from the traditional, once we see 
that such departure will extend our ser- 
vices in harmony with the great respon- 
sibilities we bear in existing relation- 
ships. No doubt exists that Keogh trusts 
will require pioneering work and the 
development of some techniques differ- 
ing from those of more traditional irust 
administration. However, someone has 
said the storm seems worst when viewed 
from behind a window. If the Congress 
will open the door, many trustmen are 
eager to venture forth — to dare to see 
whiat can be made of their opportunities. 


Bibliography on Retirement 
Benefits for Self-Employed 


“Retirement Funds for Self-Em- 
ployed,” — Report of Committee on Re- 
tirement Benefits for Self-Employed, Sec- 
tion of Real Property, Probate and Trust 
Law, American Bar Association, 1952, 
James K. Taylor [published Oct. 1952, 
p. 783, TRUSTS AND ESTATES]. 

“Self-Pensioning for Self-Employed; 
Keogh-Reed Bill; Proposes Tax Free 
Trust Funds,” by E. S. MacNeill, June 
1952, p. 45, Banking. 

“Retirement Benefits for the Self-Em- 
ployed,” by Weston Vernon, Jr. and Rob- 
ert T. A. Molloy, July 1952, 12 Federal 
Rules Decisions. 

“Tax-Favored Pensions in Sight for 


the Self-Employed,” by E. S. MacNeill 
and G. T. Wallis, Nov. 1952, p. 808, 
TRUSTS AND ESTATES. 

“Retirement Benefits for the Self-Em- 
ployed,” by John R. Nicholson, Chicago, 
April 1953, Business Lawyer. 

“Favorable Tax Treatment for Indi- 
vidual Pension Plans: The Jenkins- 
Keogh Bill,” April 1953, p. 1105, Harvard 
Law Review. 

“Tax Comments,” by William K. 
Stevens (Pensions for the Self-Em- 
ployed?), May 1953, p. 534, Illinois Bar 
Journal. 

“Opportunities for Service under Jen- 
kins-Keogh Self-Pensioning Bills,” by E. 
S. MacNeill, Feb. 1954, p. 27, Trust Bul- 
letin, 

“Pension and Profit Sharing Digest,” 
by Samuel N. Ain, April 1955, p. 334, 
TRUSTS AND ESTATES. 

“If You Work for Yourself — A New 
Pension Plan in the Mill,” Dec. 23, 1955, 
p. 85, U. S. News & World Report. 

“Pensions for the Professions,” 
11, 1956, pp. 423-425, The 
Economist. 

“British Lead Way in Providing Tax 
Break for Self-Employed,’ May 11, 
1956, U. S. News & World Report. 

“Social Security Legislation and Jen- 
kins-Keogh Bill,” by Eugene J. Keogh, 
July 1956, New York State Bar Bulletin. 

“The Jenkins-Keogh Bills — Proposed 
Legislation to Authorize Individual Re- 
tirement Plans,” by Norman A. Suger- 
man and E, D. McCurdy, April 1957, 
The Journal of The Cleveland Bar Asso- 
ciation. 

“Pensions for the Self-Employed; Can- 
ada Now Permits Tax Exemption for 
Individuals,” by J. F. Coate, June 1957, 
p. 551, TRUSTS AND ESTATES. 

“Retirement for Self-Employed—Trus- 
tees’ Interests in Preparation for Even- 
tual Passage of Law,” by Richmond M. 
Corbett, July 1958, p. 632, TRUSTS AND 
ESTATES. (Thesis on which this was 
based is being revised for release early 
in 1960.) 

“Quest for Tax Equality for Private 
Pension Plans: Short History of Jenkins- 
Keogh Bill,’ by Leslie M. Rapp, Nov. 
1958, Tax Law Review. 

“Lessons from Canadian Experience 
with Self-Pensions,” by Glenn Garbutt, 
Dec. 1958, 1127, TRUSTS AND ESTATES. 

“Possibilities under Keogh Bill,” 
TRUSTS AND ESTATES, March 1959, pp. 


Feb. 
(London) 


252-5; “Canadian Experience,” by Fraser 
Coate; “United States Prospects,” by 
Charles M. Bliss; “Handling Self-Em- 
ployed Funds,” by Arthur V. Toupin. 

“Tax Breaks Proposed for Self-Em- 
ployed Pensions,” March 1959, Tax Re- 
search Institute. 

“Appraisal of Simpson-Keogh Bill,” 
by Earl S. MacNeill, Merrill Anderson 
Co., March 18, 1959. 

“Simpson - Keogh: Operational Pro- 
cedures and Sales Development,” by Earl 
S. MacNeill, Merrill Anderson, April 23, 
1959. 

“Canadian Progress Report on Indi- 
vidual Retirement Savings Plans,” by J. 
Fraser Coate, May 1959, p. 426, TRUSTS 
AND ESTATES. 

“Pensions for the Self-Employed — 
Past, Present and Future,” by Joseph R. 
Gathright, June 1959, p. 12, Trust Bulle- 
tin. 

“Market Research Reveals Demand for 
Self-Reitrement Plans,” by Charles M. 
Bliss, June 1959, 534, TRUSTS AND Es- 
TATES, 

“Eliminating Problems in Administra- 
tion of Keogh Bill Trusts,” by Edward 
J. Hawkins, Jr., Aug. 1959, p. 738, 
TRUSTS AND ESTATES. 

“Smathers-Keogh-Simpson Legislation: 
Retirement Savings for the Self-Em- 
ployed,” by F. Joseph Donohue, Aug. 
1959, p. 795, American Bar Association 
Journal. 

“Self-Employed Retirement Act Seen 
Creating New Business Opportunities,” 
by Earl S. Hudson, Aug. 14, 1959, Amer- 
ican Banker. 

“Insurance Plus Trust Plan for Self- 
Employed Groups,” by George S. Vrionia 
and Martin J. O’Toole, Sept. 1959, p. 864, 
TRUSTS AND ESTATES. 

Smathers-Morton-Keogh-Simpson film 
produced by American Thrift Assembly, 
1025 Connecticut Avenue, Washington 6, 
D. C., 1959 (Film suitable for television 


showing; 16 mm., 11 minutes, and in 
color). 

ADD A 
e The reading rack approach to em- 


ployee education has been praised by 
both executives and labor unions. A re- 
cent survey analyzed by New York Uni- 
versity professor L. C. Lovejoy shows 
that the employees read and are influ- 
enced. 
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Way Dua Common Trust Funps? 


Symposium Reveals Reasons and Advantages 


HE CONCEPT OF USING TWO OR MORE 

Common Trust Funds to provide 
different types of pooled investment 
media goes back to the early 1940's. St. 
Louis Union Trust Co. established a 
second common trust fund in 1942 to 
be devoted primarily to investments in 
common stocks. In 1945 Connecticut 
National Bank of Bridgeport, added a 
second fund which “under ideal condi- 
tions” could be invested 100% in 
equities. 

Owing to the liberal investment poli- 
cies permitted trustees in their respec- 
tive states, they were not confronted 
with the necessity of maintaining sep- 
arate discretionary and legal funds, such 
as many trust banks established for 
their customers, Since it is the invest- 
ment aspect, rather than the legal, that 
is the subject of the inquiry reported 
here, the phrase “Dual Common Trust 
Funds” refers to those which specialized 
in common stock investments on the 
one hand and fixed income securities 
on the other. 

The possibilities arising from the 
operation of two or more Common Trust 
Funds with differing investment polli- 
cies was discussed in TRUSTS AND 
Estates (April 1957 p. 352) by Paul 
D. Remington, vice president of Fidelity 
Trust Co., Pittsburgh (now Pittsburgh 
National Bank), whose Company then 
had four funds in operation. On the 
other hand, some of the difficulties and 
possible dangers — particularly with 
regard to common stock funds — were 
outlined by George C. Barclay in his 
April *59 column on Trust Operations 
and Administration. 

As Mr. Barclay noted, an increasing 
number of trust institutions in the past 
five years have either established dual 
funds or have split their existing dis- 
cretionary common trust fund into two 
sections, one for equities and one for 
fixed income investments. In view of 
this trend the editors have obtained 
statements of opinion from the 18 trust 
institutions where dual funds have 


*Bank of California, N.A., Crocker-Anglo Na- 
tional Bank, First Western Bank & Trust Co., San 
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been in operation for more than a year. 
No correspondent expressed regret or a 
desire to change back from dual funds. 
These replies are summarized below for 
the interest of all who now have in op- 
eration or are contemplating establish- 
ment of Dual Common Trust Funds. 


Flexibility and Investment Policy 


e “It has long been our policy to de- 
fine clearly the investment objectives of 
each trust and to ‘hold good stocks well 
bought’ so long as they continue to serve 
the investment objectives for which they 
were acquired. The multiple fund ap- 
proach allows admission of the largest 
number of accounts . . . including very 
small accounts and those in which large 
gains on one or several assets preclude 
immediate full participation. . . 


e “The ratio of investment between 
common stocks and fixed income has 
varied widely. The dual funds enable us 
to have a degree of flexibility in chang- 
ing the investment position of accounts 
as circumstances of beneficiaries or prin- 
cipals change, while still maintaining 
over-all balance and diversification . . . 
(This point was made by all the cor- 
respondents) . . . Our ability to do this 
is valuable. 


e “The investment needs of a particular 
trust control the amount to be invested 
in either or both the Common Trusi 
Funds. It would be impossible to 
achieve these results for more than a 
few trust accounts if a balanced fund 
were used .. . 


e “Almost eight years ago we realized 
a balanced fund was not the proper 
vehicle for most trusts because, we 
asked ourselves, ‘Balanced for whom?’ 
We had contemplated this move (split-- 
ting the discretionary fund) for at least 


Francisco; Denver United States National Bank; 
First National Bank of Denver; Bishop Trust Co. 
Ltd., and Hawaiian Trust Co. Ltd., Honolulu; 
Northwestern National Bank, Minneapolis; North- 
western National Bank, St. Paul; St. Louis Union 
Trust Co.; Union Bank & Trust Co., Helena; Board- 
walk National Bank, Atlantic City; Durham (N.C.) 
Bank & Trust Co.; First Pennsylvania Banking & 
Trust Co., Philadelphia; Mellon National Bank & 
Trust Co., Pittsburgh; Pittsburgh National Bank; 
Nashville Bank & Trust Co.; Marine National Ex- 
change Bank, Milwaukee. 


three years. When the stock market 
started its upward surge we ran into a 
policy conflict. We were permitting in- 
dividual trusts to retain equities up to 
65% (later 75%), but at the same time 
allowing new trusts to invest in common 
stocks up to only 50%. Individual trusts 
could ride along with the inflationary 
spiral, but “fully invested in the Fund” 
trusts would be subjected to repeated 
cutbacks. Furthermore, a number of 
trusts were being forced to sell all their 
units to get a combination of tax-frees 
and commons, The split made it pos- 
sible to conform with both policies . . . 
e “We did not do a lot of liquidation 
in our accounts. Rather, we made par- 
ticipations in the funds as bonds and 
mortgages matured. Thus during the 
transition period each account has been 
able to maintain a reasonable balance. 
The dual funds have been a great ad- 
vantage in that we are able to “tailor 
make” each trust’s participation. 

e “Some disadvantages of balanced 
funds that dual funds can overcome are: 
Portions of a trust (new or old), pre- 
viously having a satisfactory ratio of 
stocks to bonds if reinvested in a bal- 
anced fund, will upset that ratio. Main- 
taining a fixed ratio of bonds and 
stocks in a balanced fund penalizes 
earlier participants. Appreciation in 
values that would be possible in a com- 
mon stock fund is retarded in a balanced 
fund. The “disadvantage” in apprecia- 
tion may range from 24144% to 45% 
between the two methods of investment. 
(The balanced fund, however, does have 
the advantage that losses on bonds can 
be offset by profits on stocks and bond 
proceeds may be reinvested in higher 
yielding bonds with improved income 
and reduction in capital gains liabil- 
ee 

e “As our funds have progressed and 
interest rates have risen we have come 
to look to our bond fund as the chief 
income producer and to the common 
stock fund for capital gains. We find 
this procedure will satisfy any customer 
and has practically eliminated invest- 
ment problems in these trusts. The two 
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YALE & TOWNE 
287th Quarterly Dividend 





Jan. 2, 1960 


Record date: 


Dec. 10, 1959 


Declared: 


Nov. 24, 1959 


Elmer F. Franz 
Vice President 
and Treasurer 


THE YALE & TOWNE merc. co. 
Lock and Hardware Products since 1868 
Materials Handling Equipment since 1875 


Cash dividends paid every year since 1899 














[" West Penn 


Electric Company 


(Incorporated) 


Quarterly Dividend 


on the 


COMMON STOCK 
4O¢ PER SHARE 


Payable December 29, 1959 
Record December 11, 1959 
Declared December 2, 1959 











WEST PENN ELECTRIC SYSTEM 

Monongahela Power Company 

The Potomac Edison Company 
West Penn Power Company 

















Public Service Electric 
and Gas Company 





NEWARK.,N. J. 





QUARTERLY DIVIDENDS 


The Board of Directors has de- 
clared the following dividends 
for the quarter ending Decem- 
ber 31, 1959: 
Class of Dividend 
Stock Per Share 
Cumulative Preferred 
4.08% Series . . . . $1.02 
4.18% Series ....- 1.045 
4.30% Series .... 1.075 
5.05% Series .... 1.2625 
$1.40 Dividend 
Preference Common . 35 
a ee .45 


All dividends are payable on 
or before December 22, 1959 to 


stockholders of record Novem- 
ber 27, 1959. 











J. IRVING KIBBE 
Secretary 
. PUBLIC SERVICE 





CROSSROADS OF THE EAST 





funds have been of tremendous value in 
selling trust business with most cus- 
tomer interest directed to the stock 
fund,... 

e “A balanced fund in effect runs a 
formula investment program. We do not 
say this is a bad practice (approximate- 
ly 50% in equities and 50% in fixed in- 
come) but it serves to reduce capital 
gain possibilities very sharply in a ris- 
ing market. This reduction of capital 
gain possibilities probably would not 
have occurred in the small trusts them- 
selves since capital gains probably would 
have been cut back only once or so near 
a market top, rather than quarterly all 
the way up on a market rise. 


Cost and Work Load 


e “Statistical proof of savings is im- 
possible. However, the average small 
trust individually will have at least 10 
asset items involving perhaps 30 income 
entries a year. With dual funds, the 
asset items will be reduced to 2 and the 
income entries to 8. Multiplied by sev- 
eral hundred the reductions are sub- 
stantial. The review of two asset items 
of well-known characteristics identical 
in each account is little more burden- 
some to committee members than relat- 
ing a single fund investment to the ac- 
count situation, and the savings in in- 
vestment committee time may be greater 
because of the larger number of trusts 
that can be admitted to participation in 
a dual set-up. Whether the assets of the 
the funds themselves are held in a single 
fund or two separate funds will not 
greatly affect the work of appraisal, 
collection and review. The slight addi- 
tional work of operating two funds is 
of a clerical nature and lends itself to 
mechanical handling. . . . 


e “Our experience with two common 
trust funds has been that it has not in- 
creased over-all administrative work... . 


e “Our administrative problems have 
increased with two funds, but we feel 
that the increased cost is relatively 
small in relation to the advantages. . 


e “Cost is probably 25% greater than 
would be the case for one fund. We be- 
lieve the usefulness is 100% greater. . . . 


e “We have 152 accounts in our Com- 
mon Stock Fund and 169 in our Bond 
Fund. Of these, 90 are in both funds. 
No doubt this creates a large amount of 
double work, but we think it would not 
be over two days work for one person 
per quarter. . 


e “Two common trust funds have ac- 

centuated seasonal peaks in the work 

load as the number of participating 
(Continued on page 1244) 
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FLORIDA POWER CORPORATION if 
St. Petersburg, Florida 
November 19, 1959 


The Board of Directors of this Corpora- 
tion has this day declared a dividend of 
twenty cents (20¢) per share on the 
outstanding Common Stock, payable 
December 20, 1959 to stockholders of 
record at the close of business December 
4, 1959. 


G. F. FOLEY, Treasurer 
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E CONTINENTAL 
CAN COMPANY, Inc. 
172nd 
COMMON DIVIDEND 

A regular quarterly divi- 
dend of forty-five cents 
(45¢) per share on the 
common stock of this 
Company has been de- 
clared payable December 
15, 1959, to stockholders 
of record at the close of 
business November 20, 
1959. 





60th 
PREFERRED DIVIDEND 
A regular quarterly divi- 
dend of ninety-three ? 
and three-quarter cents | 
($.9334) per share on the 
$3.75 cumulative pre- 
ferred stock of this Com- 
pany has been declared 
payable January 1, 1960 
to stockholders of rec- 
ord at the close of busi- 
ness December 15, 1959. a7 


JOHN N. CARTY. 


Treasurer 


MM 














Dividends paid on the Common Stock continuously 


BALTIMORE GAS AND 
ELECTRIC COMPANY 


Serving one of America’s 
Great Industrial Centers 


QUARTERLY DIVIDENDS 


The split of each share of Common Stock 
into two shares became effective on 
November 12, 1959, and certificates for & 
the additional shares were mailed to 
stockholders on November 21, 1959. 


Dividends of 25 cents a share on the 
Common Stock (equivalent to 50 cents a 
share on the common shares outstanding 
prior to the split); $1.12 a share on the 
42% Preferred Stock, Series B; and « 
$1.00 a share on the 4% Preferred Stock, 
Series C, have been declared for the 
quarter ending December 31, 1959, all 
payable January 2, 1960, to holders of 
record at the close of business on Decem- 
ber 15, 1959. 


J. THEODORE WOLFE, President 





since 1910—always earned—never reduced. o 








TRUSTS AND ESTATES 














a ee ee 





Fast, efficient handling is essential to the economic processing of low-grade ore. This new conveyor hauls ore out of the Berkeley Pit at the rate of 33 tons a minute. 








onthe t he s 


How new methods yield new treasure 
from “the richest hill on earth” 


From Anaconda’s famous Butte Hill in Montana has come 
more than three billion dollars of mineral wealth — 
copper, zinc, manganese, lead, silver and gold. Its fabu- 
lous output of copper — more than has been produced 
by any other district in the world — has given impetus 
to hundreds of new products and new jobs, and con- 
tributed to progress in many fields. 


The ever-increasing demand for copper is a perpetual 
challenge to mining engineers who must devise ways and 
means to handle larger quantities of lower grade ores 
with ever-higher efficiency. An example of how these 
challenges are being met by Anaconda is seen at Berke- 
ley Pit, at the eastern end of “the richest hill on earth” 
in Butte. Here, by open-pit methods, Anaconda is obtain- 
ing low-grade copper ores that could not be economi- 
cally mined by conventional underground methods. 


These ores occur beneath 250 feet of waste overburden, 
two tons of which must be removed for each ton of ore 
recovered. And more than 150 tons of ore must be hauled 
and processed to produce a single ton of copper. 


Newest advanced facility at Berkeley Pit is the con- 
veyor system shown above. Six separate belt conveyors 
provide a flexible flow of ore from the primary crusher 
in the Pit to storage and loading bins. The system is now 
moving more than 28,000 tons of ore a day, and is de- 
signed to handle substantially larger tonnages. 


The new facilities at Berkeley Pit are just a part of the 
program in which Anaconda is continually applying more 
than 60 years’ experience, not only to the development 
of new copper sources, but to meeting the expanding 
needs of industry for more and better products in the 


entire nonferrous metal field. 
S9LT6A 


ANACONDA 








PRODUCERS OF: COPPER: ZINC +: LEAD: ALUMINUM - SILVER 
GOLD - PLATINUM - PALLADIUM - CADMIUM - SELENIUM - TELLURIUM 
URANIUM OXIDE - MANGANESE - ARSENIC - BISMUTH - INDIUM 
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OUTLOOK FOR ECONOMY AND MONEY 


1959 will go down in the books as the 
year in which big labor, ironically 
enough now the one to bear the tag 
“prince of privilege,” tangled with man- 
agement in a knock-down struggle, the 
outcome of which holds major signifi- 
cance for the country. The power to 
paralyze a vital industry like steel can- 
not be in the public interest and either 
Congress will find some means to curb 
irresponsible union leadership or we 
shall see further encroachment upon 
democratic processes. 

The astronomical losses already suf- 
fered by the economy by reason of the 
steel strike are unrecoverable but opti- 
mists are hoping the deferred demand 
for steel due to the tie-up will prolong 
the era of good business. This it is like- 
ly to do, given a reasonable settlement 
in the near future. The normally opti- 
mistic year-end seers are uttering words 
of cheer but they have some solid sup- 
port from such an economist as Dr. Jules 
Backman of New York University who 
foresees a $10-$15 billion rise in dis- 
posable personal income in 1960 due to 
a 3%-4% rise in wages and higher em- 
ployment, but without a major inflation- 
ary price surge. A resumption of the 
strike or a rail tie-up could alter the pic- 
ture but, even with a Department of 
Agriculture estimate of about $1 billion 
decline in farm income, he predicts a 
half-trillion dollar economy. Higher in- 
terest and dividend payments could also 
add another $3-$4 billion to consumer 
incomes. 

Similar views are expressed by Arthur 
Rosenbaum who heads economic re- 
search for Sears, Roebuck & Co. Con- 
sumer income will bulge some 5%-6% 
above 1959 and costs of services, con- 
struction and commodities will creep 
upward with labor and materials. Cycli- 
cal and long-range factors in instalment 
credit expansion indicate that the peak 
in this curve has not yet been reached; 
this should show up in greatest gains for 
durable goods, although he expects a 
levelling off in many indexes before the 
end of the year. 
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In a slightly less optimistic vein was 
a Dun & Bradstreet poll among business 
men in late October which indicated 
some restraint due to strike uncertainties 
bearing upon first quarter activity. The 
First National City Bank of New York 
likewise warns in its December Monthly 
Letter that “the big cloud ahead is labor 
unrest. The outcome of negotiations now 
in progress may have an important bear- 
ing on the ability of the economy to 
capitalize on the markets of the ‘Fabu- 
lous Sixties’ and to realize its full growth 
potential.” The bank goes on to state 
that business has been more disrupted by 
strikes during 1959 than in any year 
since 1946. 

Businessmen, state and municipal 
officials and harried Treasury officials, 
still trying to operate within the five year 
41,%  straightjacket, are naturally 
thinking about the availability and cost 
of money next year. Business demands, 
at least for the first half, should continue 
heavy unless the strike continues, while 
the Treasury will be actively turning 
over its always-shortening debt load, 
even if its net debt remains unchanged. 
State and local governments, based upon 
the elections, will be seeking at least as 
much money as in 1959, with the resi- 
dential mortgage sector about the only 
one likely to show a decline in demand. 

The Reserve authorities’ attitude is on 
the record but it is naturally impossible 
to gauge the when or how of their de- 
cisions. While money market students 
differ on timing and extent of rate move- 
ments, it is felt that the major portion 
of the rise in cost of money has already 
been seen but that odds favor somewhat 
higher average rates during 1960. With- 
drawal of foreign balances to take ad- 
vantage of rising rates abroad, where 
business expansion has been picking up 
in recent months, could also become a 
factor. 

The rousing welcome accorded the 
Treasury’s “magic fives” by individuals 
carried over to the American Tel. & Tel‘s 
5%gs and proved that people will buy 
bonds, even in a _ stock-conscious en- 
vironment, if they are made attractive 


enough. As commented upon in Dr. O. 
Rogers Flynn’s column (p. 1236) the 
flurries occasioned by these issues may 
be a small straw in the wind bearing up- 
on the relative charms of the assured 
yield versus expectations of capital and 
dividend growth in X years to come. 


Wuo Owns PENsIOoN Funps? 


As the fastest-growing source of new 
money and, allegedly, purchasers of 
prime equities at a more rapid rate than 
any other institutional type of investor. 
private pension funds have attracted 
much study, as well as some criticism, in 
recent years. Their asset totals and rate 
of growth are indeed impressive, with 
combined insured and non-insured plans 
now approaching $40 billion, according 
to an estimate by Father Paul P. Har- 
brecht, S. J. in his new study for the 
Twentieth Century Fund, “Pension 
Funds and Economic Power.” 

It is the author’s thesis that these 
capital accumulations belong effectively 
to nobody and that the concentration of 
their control in the hands of financial 
trustee managers gives a power in corpo- 
ration councils, even though unused, 
which could at some point become em- 
barrassing. The funds are neither public 
nor private property and only inure to 
the benefit of the pensioner under cer- 
tain conditions and are usually subject 
to some degree of control by the settlor. 
In Father Harbrecht’s opinion, accumu- 
lations of ownership interest in the hands 
of professional investment managers to- 
day bestow a power which negates the 
normal relationship of individual owner 
ship and control and represents a trend 
toward a “paraproprietal society”, or a 
society beyond property. 

Father Harbrecht notes that the funds’ 
assets “in fact belong to the employees 
and that they are therefore entitled to 
some voice in management.” This state- 
ment seems to this department suscepti- 
ble to argument, as is the assertion that 
no more than half of present pension- 
covered employees will ever receive a 
cash benefit from the plans as now con- 
stituted. To the extent that improper 
management or bad faith on the part of 
the employer are involved, every precau- 
tion should be invoked to protect em- 
ployees, but if a fully vested “portable” 
pension is the desideratum, actuarial 
sights will have to be readjusted. 


[This column presented last month 
comments on a pension study by the 
Bankers Life Co. of Des Moines, the text 
to be published in this issue. Due to 
space limitations, publication must be 


deferred. | 
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*A Partial Listing 


oS compan 
last year we provided over 125 one pete in aed 
solutions to the problems of 6,000 — American Investment Co. of Iilinols 


5,000 American Telephone & Telegraph 
25,000 Bendix Aviation Corp. 
- st at e a oO rtf oO i { oO 37,000 Beneficial Finance Co. 
10,000 Bethlehem Steel Corp. 
5,000 Boeing Airplane Co. 
Distribution | % 2=:: 
10,000 Commercial Credit Co. 
15,000 Container Corp. of America 
100,000 Douglas Aircraft Co. 
In 1958 Kidder, Peabody sold over 125 blocks of stock* 108,925  Duffy-Mott Co. 
which were owned by individuals and corporations other 11,200 Federated Department Stores 


74,925 —_‘ Florida Steel Corp. 


than the issuer. Many of these blocks represented parts of 20058 Genent Teneo, 


estate and trust portfolios, large and small. 20,000  Gustin-Bacon Mfg. Co. 
Our successful handling of their distribution and sale was 10,000 Hertz Corp. 
based on Kidder, Peabody’s ability to find the appropriate 25,000 Interstate Power Co. 


6,000 Kern County Land Co. 
30,000  Koppers Co. 
10,500 Louisville Gas & Electric Co. 
Some of the blocks were Private Placements—a major 5,000 Northern Natural Gas Co. 
means of disposing of large blocks of stock. We offer broad 5,000 Panhandle Eastern Pipe Line Ce. 
30,000 Pittsburgh Plate Glass Co. 
10,000 Plough, Inc. 
16,400 Republic Steel Corp. 
financing can be arranged. 5,000 Richfield Oil Corp. 
Others were Secondary Offerings which, in order to have 100,000 William H. Rorer, Inc. 
9,000 Sears, Roebuck & Co. 
106,150  Socony Mobil Oli Ce., Inc. 


10,000 Standard Oil Co. of California 
strong individual and institutional buyers. 177,235 Standard Packaging Corp. 


market for the type and number of securities held—and to 
make the most effective use of it. 


knowledge and experience in determining how, when and 
where to use this method and the best terms on which 


maximum success, require national coverage, facilities, dis- 
tribution and the ability to place stocks in the hands of 


We are thoroughly familiar with the variety of techniques 150,000 Standard Pressed Steel Ce. 
50,000 Suburban Gas Service 


for selli ] f stocks on the floors of national stock 
pestle, blocks of stocks 11,400 Union Carbide Corp. 


exchanges. 15,000 Union Electric Co. 
If you are facing problems of distribution and sale of an 10,000 United Gas Improvement Co. 
investment portfolio for an estate or trust, our partners 5,000 United Shoe Machinery Corp. 


would be glad to discuss your particular situation at your —_ Wee 


convenience. Call or write the Resident Partner in the 





Kidder, Peabody office nearest you. There is no obligation. 


Members New York, American, 


KIpDER, PEABODY & Co, |. Beton Pitaiphie atime 


Midwest and Pacific Coast Stock Exchanges 
FOUNDED 1865 


New York 5 - 17 Wall Street - HA 2-8900 - New York 17 - 10 East 45th St. - MU 2-7190 
Boston 10 - 75 Federal Street - LI 2-6200 + PxHiLape.puia 9 - 123 So. Broad St. - KI 5-1600 + Cnrcaco 3 - 33 So. Clark Street - AN 3-7350 
Los AncELEs 14 - 210 W. 7th Street - MA 8-3271 + San Francisco 4 - 140 Montgomery St. - EX 7-4900 
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Mrxep Stock MovEMENTS SEEN 


This year contained the anniversaries 
of two highly significant dates in stock 
market history. One of these anniver- 
saries was widely heralded in the public 
press, namely—the 30th anniversary of 
the market crash which touched off the 
end of a “new era” in 1929. The other 
date went widely unnoticed. This was 
the 10th anniversary of the beginning of 
the bull market in June, 1949. 

Despite the unequal notice accorded 
them, both dates were significant. 1929, 
as we all know, represented new heights 
in over-speculation, extended credit fa- 
cilities and other factors, all of which 
combined to bring about the greatest 
stock market crash in history. What 
many people fail to realize, however, is 
that in June 1949 stocks were just as 
significantly undervalued as they had 
been over-valued twenty years earlier. 
We have all heard, for example that in 
1929 Radio Corporation of America sold 
at 115 without ever having paid a divi- 
dend. Relatively little mention has been 
made of the fact that, in 1949, Standard 
Oil of New Jersey could have been 
bought at four and one-half times earn- 
ings to yield 844%. 

June, 1949 has a great deal of sig- 
nificance today as it marked the be- 
ginning of a bull market that, with minor 
interruptions, has continued to this date. 
The question which arises in the minds 
of many investors is whether, having en- 
joyed a ten-year upswing in equity 
prices, we are headed for another dis- 
illusionment similar to that which oc- 
curred thirty years ago. 

Fundamentals do not support such a 
prognostication, nor does cycle theory. 
To me, the most valuable of long term 
cycle theories is Elliott’s Wave Principle 
on which a good deal of work has been 
done by Hamilton Bolton, partner of 
Bolton, Tremblay & Company, Montreal. 
According to this theory, 1929 marked 
the culmination of a major uptrend cycle 
which began in 1850. Again in terms of 
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the theory, another cycle, similar to 
1850-1929, began in 1949, just ten years 
ago. 

As is obvious, however, such upward 
cycles do not occur in straight lines. Ac- 
cording to Elliott’s Principle, upward 
cycles usually consist of five waves or 
phases, three upward waves and two 
downward ones. We have not yet seen 
the end of the first upward cycle which 
started in 1949. There is evidence, how- 
ever, that the peak of this cycle may take 
place before too long. 

Dividing the 1949-196? cycle into 
phases, it is easy to recognize five dis- 
tinct waves. The first wave extended 
from 1949 to 1952. A correction from 
1952-1953 ensued, followed by a third 
phase which brought the market to new 
highs in 1956. This was followed by the 
1956-1957 correction and the final up- 
ward phase which began in October 
1957 and is now still in progress. In es- 
sence, the first upward phase did noth- 
ing more than to recognize improved 
earnings without substantially correcting 
the undervaluation of common stocks 
that was present in the late 1940s. The 
third phase, from 1953 to 1956, finally 
recognized the improving outlook and, 
in this period, stocks began to seek more 
normal levels of value. The final phase, 
which we are now witnessing, has 
brought stocks to adequate or, in some 
cases, more than adequate value levels. 

The fact that we are now well ad- 
vanced in this final phase is not, to me, 
cause for alarm concerning the equity 
market. There is, first of all, evidence 
that the end of this phase has not yet 
been reached. Breadth-of-the-market 
studies and other technical indicators 
would seem to indicate that there is still 
more room on the upside. A guess at 
this point would call for the market to 
peak at a level of approximately 700-750 
some time in 1960 or 1961. Secondly, 
the correction which should follow the 
196? top will be the second phase of a 
major super-cycle. In terms of Elliott’s 
Theory, such corrections tend to be rela- 
tively mild, taking the form of a con- 
solidation period rather than a precipi- 
tous decline. Thus, after reaching a high 
of say, 750, the market may hold in a 
trading range bounded by 750 and, per- 
haps, 525. This would, of course, be a 
decline of some 32% from high to low, 
but from today’s point of view, it is 
more interesting that the D-J industrial 
average is currently just about in the 
middle of the projected 750-525 range. 
Therefore, the investor in equities at 
current levels, rather than thinking in 
terms of market advances and declines, 


should face the fact that for the next 
five years the market as a whole will 
probably hold in a wide trading range 
with highs and lows equally distributed 
above and below current levels. 

This line of thinking has a number of 
significant investment implications. Firs‘ 
of all, it makes stock selection all the 
more important. With the tremendous 
undervaluation that existed in a larg: 
part of the last decade, it was quite pos- 
sible to devote little thought to the selec- 
tion of common stocks and yet to fare 
very well. Over the first half of the next 
decade, at least, it appears highly im- 
probable that good investment results 
can be obtained by simply buying and 
holding the “favorite fifty.” 

This is not a totally new development. 
We have recently experienced a good 
deal of selectivity. For example, the mar- 
ket has advanced 63% from the Octo- 
ber, 1957 lows. The buyer of U. S. Steel 
at the 1957 low of 50 would have had a 
better-than-average 100% advance. The 
buyer of another blue chip issue, Stand- 
ard Oil of New Jersey, would have a loss 
at today’s prices if he bought at the 1957 
low. But in the new pattern of recent 
markets, this selectivity is extending into 
declining markets also. In 1957, for the 
first time in market history, it would 
have been possible to have been 100% 
long of stocks and have shown a profit 
despite the fact that the averages de- 
clined 20%. A broad list of issues ad- 
vanced from June 1957 to the end of the 
year, including utilities, grocery chains, 
drugs, tobaccos, finance companies and 
foods. With institutional investors con- 
tinually investing in the equity market 
on a dollar averaging plan, certain types 
of companies will run counter to the 
downtrend. 

All of this is part of a new pattern 
resulting from the Federal government’s 
attempt to stabilize the economy. These 
various built-in stabilizers of social se- 
curity, unemployment insurance, govern- 
ment spending, money rates and many 
others, result in a narrower range for 
stocks and a wider range for bonds. In 
the ten years prior to World War II, the 
average yearly fluctuation from high to 
low in stocks was 44%, and in bonds 
8%. In the ten years after World War 
II, the average yearly fluctuation in the 
stock market had dropped to 18%, and 
bond fluctuations had increased to 12%. 
The spread is probably narrower in the 
past five years. The question, “What is 
the stock market going to do?” is be- 
coming more and more outmoded. The 
market is no longer like the Western 
movies, either a “good guy” or a “bad 
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guy,” or either bull or bear. The market 
of the next five years will probably be 
neither bull nor bear, but rather a com- 
bination of up and down markets in in- 
dividual issues. The events of the next 
few years will have varying effects on 
various individual stocks and groups. 
Thus, in summary, flexibility and 

heavy shifts of emphasis in investment 
portfolios will be needed in the years 
ahead. It will, in short, be a time which 
will separate the men from the boys in 
the field of security analysis. 

EDMUND W. TABELL, 

WALSTON & CO., INC. 
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Mechanized Trust Department 
Operations 


Improved models of tabulating equip- 
ment for the personal trust division have 
provided the answer at Irving Trust Co., 
New York, to earlier objections regard- 
ing the appearance of statements and 
advices. Income collection and other se- 
curities servicing functions. as well as 
securities statement preparation, had be- 
come increasingly laborious as their voi- 
ume increased. Conversion to tabulating 
was dictated by the need to expedite vol- 
ume operations rather than by the ob- 
jective of reducing costs. It is in this 
area of income collection and statement 
preparation that employment of punched 
card equipment has been of the greatest 
importance. 

A disadvantage in the _tabulating 
process, however. exists in the lack of 
an adequate and readily accessible his- 
torical record of securities holdings. The 
punched card records—relatively cryptic 
and located at a distance——may not be 
sufficient for trust officers and operations 
personnel who frequently need details of 
account holdings on very short notice. 
The department, therefore, has continued 
an historical account record on standard 
accounting machines. The feasibility of 
transfer-posting this account record as a 
by-product of the tabulating records is 
still under investigation. 

Any trust department of moderate 
size that finds itself hard pressed to cope 
with volume by means of conventional 
accounting machines should, in the 
opinion of the people at Irving Trust, 
consider conversion to tabulating equip- 
ment. Advantages will include faster 
service, improved appearance of reports 
to customers, more effective controls, 
and perhaps most important, increased 
capacity to absorb additional business. 
It is not considered realistic to expect a 
reduction in operating expense. 
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NEW COMMON TRUST FUNDS 


The following Common Trust Funds should be added to 
the lists published in Jan. p. 28, Feb. p. 114 and Aug. p. 758: 


Started 
4-30-56 
11-29-57 


12-16-57 


9-1-58 
10-31-58 
7-1-59 
9-1-59 


Bank Type 
Reading Trust Co., Reading, Pa... L 
Merchants & Savings Bank, Janesville, 
I ii cccthaetcatascashcongsnsdoiandcnmebibitcataaaediataaradeiaa FI 


First-Second National Bank & Trust Co., 
We ae ee, Oa 
First National Bank, Altoona, Pa. - 

First National Bank, Tampa, Fla. ; 
Security National Bank, Sheboygan, Wis. 
First National Bank, Martinsville, Va. FI 


ewer 


Code: Discretionary (D); Legal (L); Fixed Income (FI). 
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GOVERNMENT 
STATE 
MUNICIPAL 
HOUSING AUTHORITY 
PUBLIC REVENUE BONDS 





EQUIPMENT TRUST CERTIFICATES 


PUBLIC UTILITY, INDUSTRIAL 
& RAILROAD BONDS 


INVESTMENT STOCKS 


Knowledge, Experience, Facilities for Investors 


R. W. Pressprich & Co. 


ALBANY 


MEMBERS 
New York Stock Exchange 
American Stock Exchange ( Assoc.) 
Midwest Stock Exchange 


48 Wall Street, New York 5, N. Y. 


BosTON CHICAGO PHILADELPHIA 


MM 


SAN FRANCISCO 


. 
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don't you talk 





to the people at | 


= Chase Manhattan 7 


Underwriters and Distributors of 

STATE, MUNICIPAL AND PUBLIC HOUSING AGENCY 

Bonds and Notes 

* 

Dealers in and Distributors of Securities of 

FEDERAL LAND BANKS «+ FEDERAL HOME LOAN BANKS 
FEDERAL INTERMEDIATE CREDIT BANKS 

BANKS FOR COOPERATIVES 

FEDERAL NATIONAL MORTGAGE ASSOCIATION 

UNITED STATES GOVERNMENT INSURED MERCHANT MARINE BONDS 
and 

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 
(World Bank) 


The Chase Manhattan Bank offers trust officers, attorneys and others acting in 
fiduciary capacities the combined facilities of a fully staffed and thoroughly ex- 
perienced Trust Department and Bond Department. Whatever your needs, you 
can be assured of the personal attention of experienced and interested officers. 


Trust Department 


THE 


CHASE MANHATTAN 
BANK 


Chartered 1799 
Head Office: New York 15, N. Y. 


Member Federal Deposit Insurance Corporation 
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Constructing a Long Term 


OMMON STOCK PORTROLIO 


DR. CHARLES V. KINTER 


Managing Partner, Duff, Anderson & Clark, Chicago 


RMULATION OF A LONG TERM STOCK 
| Jaen is no simple task in a world 
where social, political, economic, and 
technological changes are taking place 
with great rapidity. For the trust invest- 
ment officer, the problem is compounded 
by the fact that investment goals vary 
with each individual account and are 
something exceedingly personal. 


I shall not try to discuss selection of 
stocks for every type of portfolio but 
rather what appears to be a common 
denominator for a trust department, 
namely, capital appreciation at a faster 
rate than dollar decline in purchasing 
power and, at the same time, mainte- 
nance, on average over the next decade, 
of a higher rate of return on increasing 
principal than can be obtained on high 
quality fixed-income securities. A port- 
folio fulfilling this requirement should 
include a good hard core of fairly stable, 
good growth groups, such as electric 
utilities. It then can be filled out with 
holdings with unusually favorable appre- 
ciation possibilities. 

It is sound at times to purchase a 
stock at a high price times earnings ratio 
and low yield. The ultimate rate of 
return from capital appreciation and 
dividend increases may be far greater 
than for an investment at a lower p/e 
ratio and higher yield. Stocks in general 
are now selling at ratios probably higher 
than will prove to be normal over the 
next decade; and most of the better 
name stocks are even more expensive in 
relation to present earnings. However, 
in my opinion, current prices of at least 
some of these will seem low indeed a 
decade hence. The trust investment off- 
cer naturally must discriminate between 
stocks which are discounting the here- 
after and those which will prove to be 
good long term values soon enough to 
be of service. 


Fashions Change 


Also, careful attention must be given 
to companies and industries currently 


From address before Mid-Continent Trust Con- 
ference, Detroit, Nov. 5, 1959. 
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unfashionable but which have favorable 
long term prospects after resolution of 
present problems. For example, there is 
now a strong inclination to avoid raw 
material producers because almost all 
basic raw materials are in over supply, 
except where labor disputes have halted 
production. This situation will change 
for a number of raw materials within the 
next decade. Theerfore, opportunities 
appear to exist, despite the unfavorable 
present situation, because common stocks 
of such companies now are priced to 
reflect the uncertain near term outlook. 
We could provide numerous other ex- 
amples, but the point is that the long 
term stock portfolio must be adapted to 
conditions the investment officer expects 
to prevail in the future rather than at 
this moment. 

There appear to be three diverse in- 
vestment concepts developing: 


1. Khrushchev is sincere in his pro- 
posals. He may be confident in ability 
to compete for economic influence and 
power. It would be naive not to recog- 
nize that he knows he may have to 
defend Siberia against the Chinese 
who inevitably will spill out from their 
own resource-poor country. Whatever 
the reason, it may be that the West 
has less to fear from Soviet military 
aggression than appeared likely. If 
this is correct, the United States and 
other Western nations face a period 
of readjustment. Defense expenditures 
would become relatively less impor- 
tant. While longer term implications 
would be highly favorable, a period of 
economic uncertainty would prevail 
during readjustment. Over the near 
term, deflation might be as much of 
a problem as inflation, with corporate 
earnings temporarily depressed. Cur- 
rent p/e ratios of many stocks almost 
certainly would be narrowed. While 
commons would be attractive after 
readjustment, they possibly can be 
purchased at more attractive prices 
than now. 

2. Another almost opposite thesis is 
that any thaw in the Cold War is 
only temporary. Investment policy 
must be based on the assumption that 
the U.S. will win out because, if not, 
no values would remain. Victory will 
require such large and persistent de- 
fense expenditures, whether shooting 
actually starts, that inflationary pres- 


sures will be irresistible. Therefore, 
proper investment policy is to keep 
buying stocks instead of fixed-income 
securities, Any easing of stock prices 
would be merely an opportunity to 
step-up buying. 

3. The third approach assumes the 
Cold War about as in recent years 
and therefore attention can be focused 
on the type of civilian economy due 
in the 1960’s. Here it is generally 
presumed that, at least beginning by 
the middle 60’s, the U. S. will have 
its economic prosperity based on ris- 
ing population in the high spending 
age brackets and much higher per 
capita real income, Common stocks in 
general will do well because of higher 
earnings and dividends. Acceptance of 
this thesis would suggest ownership 
of a large percentage of commons, 
but with concentration on companies 
and industries which would be parti- 
cular beneficiaries of that economy, 
for example, building and consumer 
durable companies. 


The investment officer’s best course 
appears to be to select companies and 
industries most adaptable to quick 
change where growth will be strong. He 
will seek a rate of growth strong enough 
to outpace decline in the dollar and to 
offset any narrowing in p/e ratios. This 
is a big order, especially in view of the 
spectacular changes which occur in al- 
most every industry during the decades 
just ahead, even if the Russians and 
Chinese remain peaceful or start to 
quarrel with each other. 


Things to Ponder 


Some of the areas of change which 
should enter into the thinking of the 
investment officer are: 


1. Obsolescence will be great in 
most industries because of rapid tech- 
nological progress providing better 
equipment and methods. 

2. New forms of energy, such as 
the fuel cell or atomic energy, will 
remove limitations now imposed by 
geography on many industries. A new 
industrial revolution may develop and 
new energy sources may make advan- 
tageous rebuilding, re-equipping, and 
even relocation of plants. 

3. New competition will arise fer 
established goods due to new and be’- 
ter products. 
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4. Competition will be intensified 
by improved transportation and com- 
munications. Overnight delivery across 
the continent, or from other conti- 
nents will be more common. Because 
of rising costs of mass communica- 
tion media, big firms will have an 
increasing advantage in competitive 
selling. 

5. Competition will be intensified 
in world markets. 

6. More Americans will have 
larger real incomes and will provide 
inviting new markets. This is well- 
known and perhaps already, unless 
carefully thought through, is being 
given too much emphasis in invest- 
ment thinking. There is no precise 
correlation between more people and 
more prosperity However, rising popu- 
lation should be given weight in se- 
lection, using discretion. 

7. Underdeveloped countries will 
raise their living standards which 
will create new investment opportuni- 
ties. 

8. Economic conditions will oscil- 
late. It is not at all unlikely that fluc- 
tuations will be more pronounced over 
the next decade than since last World 
War. 

9. While we hope it will not de- 
teriorate, it is not likely that the 
political climate will improve for the 


misled by sheer personality but steps 
can be taken to assure a sound appraisal. 


1. Get acquainted with officers and 
principal department heads. 

2. Get acquainted with as many 
people as you can in the second and 
third tier of management. This gives 
you a feel of what kind of people are 
coming up. 

3. Visit plants and other installa- 
tions. In addition to learning about 
the company, you can ascertain a 
great deal about its spirit and drive. 
Visit the research departments. 

4. Compare its record in building 
earning power with others in the in- 
dustry. This provides a documentary 
record of management success. 

5. Check with competitors. This 
can be most helpful if you are well 
enough acquainted so they will be 
frank. Checks with customers and 
suppliers also can be fruitful. 


As to broad areas likely to provide 


investment opportunities, I would sug- 
gest: 


1. Where scientific progress is like- 
ly to be rapid, and therefore new 


products and investment opportuni- 
ties, such as the chemical and elec- 
tronic fields. 

2. Where good management can be 
effective. While this is important any- 
where in a highly regulated industry 
management has less opportunity for 
building earning power than when 
such control does not prevail. 

3. Where large raw material re- 
serves will become of increasing sig- 
nificance because of scarcity value or 
where supply will not continue exces- 
sive in relation to rising demand. As 
an example, large timber reserves of 
the most desirable species will not 
attain an increasing scarcity value. 

4. Where the investor can benefit 
from rising real incomes of an in- 
creasing number of consumers such 
as highly processed foods, particularly 
of the convenience variety. 

5. Where highly efficient equip- 
ment, rather than a large proportion 
of labor, can be utilized. 

6. Where there will be benefit from 
atomic energy or other new sources. 
The fuel cell also must be considered, 
both as a source of earnings and as 
competitor. 

7. Areas which can supply un- 














This announcement is neither an offer to sell nor a solicitation of an offer to 


common stockholder. I do not expect, buy any of these Debentures. The offer is made only by the Prospectus. 


within the definition of long term, that 
he will be exterminated by govern- 
ment decree; but his tax burden is 
not likely to ease. 


$250,000,000 


American Telephone and Telegraph 
Company 


It is useful to consider the yardsticks 
® for appraising common stocks in a long 
term portfolio: 


1. A _ successful management de- 
velopment program. A tradition of 
fine management and a training and 


Twenty-Seven Year 5*%:% Debentures 


ae FO ™ O™ 


& 


development program is a good omen 
for the future. 

2. A successful record of research 
and acceptance of the necessity of 
pressing forward. 

3. A minimum of vulnerability to 
strong unionism. 

4. A minimum of vulnerability to 
price regulation or other forms of gov- 
ernmental control except where there 
may be offsetting benefits, such as an 
electric utility, which has_ strong 
growth characteristics from monopoly 
in good territory where the regulatory 
elimate is favorable. 

5. A minimum of vulnerability to 
changes in fashion or taste. 

6. A minimum of vulnerability to 
sudden changes in technology. 

7. A successful record of technical 
excellence and a strong position in an 
industry where technical excellence 
is important. 

8. A degree of diversification, but 
not so much overdiversification that 
the company is difficult for manage- 
ment to comprehend in all aspects. 


Don’t Ignore Management 


Management appraisal involves deal- 


ing with value judgments, which can be 
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Dated November 1, 1959 


BLYTH & CO., INC. 
HARRIMAN RIPLEY & CO. 


Incorporated 
LEHMAN BROTHERS 


A. C. ALLYN AND COMPANY 
Incorporated 
HEMPHILL, NOYES & CO. 
LEE HIGGINSON CORPORATION 
PAINE, WEBBER, JACKSON & CURTIS 


November 18, 1959. 








Interest payable May 1 and November 1 in New York City 


Price 102.25% and Accrued Interest 


Copies of the Prospectus may be obtained in any State from only such 
of the undersigned as may legally offer these Debentures in 
compliance with the securities laws of such State. 


MORGAN STANLEY & CO. 
GLORE, FORGAN & CO. 


KIDDER, PEABODY & CO. 


STONE & WEBSTER SECURITIES CORPORATION 
A. G. BECKER & CO. 


Incorporated 
HORNBLOWER & WEEKS 


Due November 1, 1986 


GOLDMAN, SACHS & CO. 
LAZARD FRERES & CO. 
SMITH, BARNEY & CO, 
WHITE, WELD & CO. 
DREXEL & CO, 


F. S. MOSELEY 


& 

W. E. HUTTON & CO. 
& CO. 
& 


DEAN WITTER & CO. 
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BUSY 
TRUST 
OFFICERS 


are invited to 
send for a copy of 


“PLANNED 
INVESTMENT 

FOR BANK TRUST 
DEPARTMENTS” 


The complex task of administering trust 
funds is one that takes an increasing 
amount of your time and effort. As a 
bank trust officer you are well aware 
of this, and you know that one of the 
most important of your problems is the 
management of the securities portfolio 
itself. 


Knowledgeable as you may be about 
investments, haven't you often felt it 
would be very helpful to have a group 
of competent outside advisors regularly 
available? Haven’t you wished that the 
investments of each of your trusts could 
have the advantages of professional ad- 
visors who would be available to you 
at all times? 


The specialists in the Planned Invest- 
ment Department at Smith, Barney & 
Co. are ready to give you this kind of 
help. 


If you would like to know more 
about our investment services and how 
they can help you, send for a copy of 
our brochure, ‘‘Planned Investment for 
Bank Trust Departments.” 


Smith, Barney & Co. 


Members New York Stock Exchange 
and other leading exchanges 


20 Broad Street, New York 5, N. Y. 
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usual, high valued materials, equip- 
ment, or components vital to key in- 
dustries, such as control devices, un- 
usual metals, and highly automatic 
machinery. 


8. Areas in an unusually favor- 
able position to benefit from spending 
of a high income society with an ab- 
normally large proportion of popula- 
tion in age brackets where spending 
for consumption is greatest. 


RY for Growth 


The following industries with particu- 
lar companies as examples, should out- 
strip in growth any dollar dip over the 
next few decades. These are examples, 
rather than specific recommendations, 
although I feel all of these companies 
will do well: Aluminum: Alcoa and 
Kaiser; Atomic Energy: Union Carbide, 
Westinghouse, General Electric; Con- 
venience Foods: General Foods, General 
Mills; Drugs: Parke - Davis, Merck; 
Electronic Communication and Guid- 
ance Equipment: General Electric, RCA, 
Westinghouse; Electronics Computing 
and Accounting Equipment: Interna- 
tional Business Machines and National 
Cash Register; Home Temperature Con- 
trol Systems: Trane, Carrier; Industrial 
Control Devices: Minneapolis Honey- 
well; Molecular Electronics: General 
Electric, Texas Instruments; Natural 
Gas and Natural Gas Liquids: Texaco, 
Phillips, Texas Natural Gasoline; Plas- 
tics: Union Carbide, Hercules, Phillips; 
Recreational Equipment: Outboard Ma- 
rine, Brunswick-Balke-Collender; Speci- 
alized Labor Saving Equipment: Clark 
Equipment, American Machine & Foun-- 
dry, Cincinnati Milling Machine Co.; 
Special Purpose or Unusual Metals: In- 
ternational Nickel, Union Carbide, Na- 
tional Lead; and Synthetic Fibers: Du- 
Pont, Dow, Union Carbide. 


The ingenuity of American business 
men and their ability to improve earn- 
ing power of a company, even in a poor 
industry, with a comination of business 
and technical skills is recognized but the 
outlook for the following fields. as con- 
ditions appear now, is less favorable 
than those mentioned earlier: automo- 
bile components, most aircraft manufac- 
turers, apparel, baking, lead mining, 
leather, motion pictures, small- to me- 
dium-sized domestic integrated oils, ra- 
dio and TV broadcasting, shoes, sulphur, 
tobacco, and variety stores. 


Back again to the positive factor; and 
to be even more specific, there are 20 
companies which provide a cross section 
of industry; all have good growth pros- 
pects and should grow faster than dollar 
decline. These companies are of high 


quality and can serve a good purpose: 
Alcoa, Corning Glass, Dow, General 
Electric, General Foods, General Motors. 
Goodyear, IBM, Merck, Minneapolis 
Honeywell, Minnesota Mining, Parke- 
Davis, Procter & Gamble, Sears Roe- 
buck, Standard Oil (N.J.), Texaco, Un- 
ion Carbide, Gypsum, U. S. Steel, and 
Westinghouse. 


Yields on most of these stocks do not 
now provide a rate of return equal to 
that on high quality debt issues, Present 
conditions are unusual in the sense that 
bond yields are at highs for nearly three 
decades and yields on good grade stocks 
subnormal. However, as I see the situa- 
tion, most of these companies — all | 
expect — will, within the definition of 
long term, be paying higher dividends 
than today. All should within a few 
years be providing a higher rate of re- 
turn than can be obtained on good 
bonds, and they all should do this on 
average over the years, plus even greater 
rewards in capital appreciation. 

We all like to find promising small 
companies which will grow into big 
ones. In my opinion, this will be in- 
creasingly difficult in the years ahead. 
Competition for sales, management, and 
scientific brainpower, will be intense. 
There will always be small companies 
which move forward vigorously, but | 
feel strongly that the companies selected 
for my list will be growth leaders in 


their fields. 


It is not inconceivable that the invest- 
ment trust officer may be able to pur- 
chase most stocks, including those I 
mentioned specifically, at lower prices 
than prevail in the market today. That 
is a risk which must always be accepted. 
In fact, the particular stocks I have 
mentioned were chosen with this possi- 
bility in mind. They would not be in- 
vulnerable to a general market decline. 
I would, however, expect them to go 
down less and come back more than 
stocks in general if such a decline were 
to occur. A balanced portfolio concept, 
with percentages on commons varying 
with the outlook, is usually sound and, 
it appears to me, particularly sound as 
conditions appear today. 


A AA 


e Donald S. Willcox, trust officer, State- 
Planters Bank of Commerce and Trusts, 
Richmond, Va., has been appointed to 
the Master Thesis Advisors Committee 
at the University of Richmond School of 
Business Administration. Willcox has 
been an instructor of Economics for the 
American Institute of Banking at the 
University’s Evening School since 1948. 
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ADVISORY 
ACCOUNTS 
MANAGED 
BY 
DREYFUS & CO. 


We would like to acquaint you with a service of Dreyfus & Co. 2 The 
Dreyfus Investment Management Department handles clients on an 
advisory basis. After assisting the client in setting his proper invest- 
ment objectives, the Mana gement Group personally applies itself—on 
a continuing basis—to achieve these objectives. A fee is charged for this 
form of management. If you are interested we will be happy to discuss 
your investment plans with you. 2 Inquiries should be addressed to: 


DREYFUS INVESTMENT 
MANAGEMENT 


2 Broadway, New York 4, N.Y. BO 9-9300 
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INDUSTRIES GEARED For GROWTH IN 60's 


Outlook for Motors, Chemicals, Oils, Steels, 
Drugs and Utilities Considered 


S PART OF THEIR NEVER-CEASING AT- 
A tempts to pierce the veil of the fu- 
ture, trustmen at the early November 
Mid-Continent Trust Conference in De- 
troit had the opportunity of hearing 
discussions by top officials and invest- 
ment firm specialists of the present state 
and future prospects for such basic 
industries as the motors, chemicals, oils, 
steels, drugs and public utilities. From 
the tenor of the group meetings, it can 
only be concluded that most of those in 
attendance must have gone home with 
the thought that the decade of the ’60s 
will register still more expansion in 
keeping with our growing population, 
even though there will be moments of 
hesitation. 


1960 — Good Year for Motors 


1960 should be a good year for De- 
troit, with motor sales close to the 7 
million mark, according to an estimate 
by Byron J. Nichols, vice president, 
Chrysler Corporation, Detroit. This opti- 
mistic outlook, he said, is based upon 
initial customer response to the 1960 
models and to the fact that a substantial 
part of current demand will have to hold 
over into the coming year because of 
the steel shortage. The rise in the con- 
sumer credit curve, far from being a 
danger signal, is regarded as a sign of 
consumer confidence, said Mr. Nichols, 
and payments are being met promptly. 

Looking farther ahead, Mr. Nichols 
saw a population of 200 million by 1965 
with rising discretionary income to 
boost the number of multiple-car fami- 
lies, whether new, used or economy-type. 
At that time, there will be around 66-69 
million cars in use with annual scrap- 
page rate of 5-514 million. Suburban 
living and emphasis upon outdoor recre- 
ation will encourage free movement by 
motor as a personal and specialized 
means of transportation. In the late ’60s, 
there may well be 8 million car years, 
with a total motor population of at least 
80 million. 

In the absence of Edward B. Barrett 
of Riter & Co., his appraisal of the in- 
dustry’s 1960 outlook and prospects for 
individual companies was presented by 
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Malcolm Brown of R. W. Pressprich & 
Co., New York City. 

The industry has several peculiarities 
which render it “chancy” for both man- 
agement and its owners, with public ac- 
ceptance of model changes a key factor. 
With several years required to design, 
test and style and, in practice, a freeze 
on any changes in the year preceding 
announcement, the penalty for failure to 
correctly gauge the public pulse is ex- 
treme. Likewise, although prices in de- 
preciated dollars have continued to rise 
for today’s larger, more powerful and 
swankier cars, actual value and_ per- 
formance have been upped so that the 
six year old car remains dependable 
personal transportation, aside from styl- 
ing. This means that the public enjoys a 
wide range of discretion in deciding to 
buy or no; in good times the used car 
will usually represent the down payment 
and in dubious moments, it will be kept 
in service. 

Sparked by pent-up demand for cars 
during the last war, the industry has 
been in a general uptrend ever since, 
with only minor interruptions. High dis- 
posable personal incomes and availabil- 
ity of adequate financing have contribu- 
ted but, with recent introduction of the 
new compact cars, plus the inroads of 
the Rambler and Lark, along with for- 
eign imports, motor car makers may be 
coming to the end of an era. 

Probably few trade developments 
have caused more speculation than the 
1960 compact models about the effect 
upon sales and profits. Not even the 
makers can guess their public accept- 
ance but tentative estimates run between 
750,000 and one million. 1959 Rambler 
and Lark sales came to around 450,000 
cars combined, so it is reasonable to 
expect that standard model sales will 
decline, although the new price range 
opens a broader market and more po- 
tential two-car families. With lower 
price tags, profits will be somewhat re- 
duced but probably not too significantly. 

In view of the very wide swings to 
which this important industry is suscept- 
ible, it is probably fair to class it as 
one of limited growth only, in which 


ownership may prove quite profitable 
one year and disappointing the next. On 
present outlook, Mr. Brown reported 
Ford as probably the best value with 
possible 1960 per share profit of $10- 
$11, General Motors may approxi- 
mate its record 1955 performance of 
$4.26, while Chrysler remains some- 
what uncertain, with profits in the $10. 
per share range, depending upon market 
penetration achieved by the new Dart 
and Valiant and the other practically 
unchanged models. 


Chemicals Due to Continue Growth 


Robert B. Semple, president, Wyan- 
dotte Chemicals Corporation, outlined 
industry expansion since the turn of the 
century; this complex business ranks 
fourth in total assets among manufactur- 
ing and for the first half of this year 
fifth in total sales volume, with some 
12,500 plants. The number of products 
is always growing, with competition be- 
tween various chemicals for like uses 
sharp and interprocess competition also 
keen. Market dominance is practically 
non-existent, patent monopoly rare, re- 
search advantages soon matched by 
others and many essentially non-chemi- 
cal companies, such as petroleum pro- 
ducers, have invaded certain markets. 
Obsolescence rate is excessively high, 
both for safety and technological rea- 
sons, while prices tend to remain static 
or advance rather moderately. The last 
factor has squeezed industry profits in 
recent years, with wages, freight and 
equipment costs up 25-50% more than 
product price levels. 

Mr. Semple suggested that maximum 
process efficiency would prove a spur to 
proper profit margins and voiced his 
confidence in continuing progress 
through new products from research 
and added capital investment which will 
one day make chemicals the number 
one basic industry. 

Jeremy C. Jenks of Cyrus J. Lawrence 
& Sons, New York City, traced statistic 
ally the industry’s above-average volume 
growth in the past decade, citing plastics 
as the fastest movers, followed by in- 
dustrial organic and inorganic chemi 
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cals. Indications for new plant in 1959 
are slightly below a year ago. Overall 
volume this year will be in new high 
ground and margins should be comfort- 
ably above the 10 year average, with 
consequent room for dividend increases 
if profits hold reasonably well in the 
second half. 


Petroleum — Giant with a 
Headache 


Future energy needs of a soaring do- 
mestic and world population form a 
background of expansion for petroleum 
products but existing imbalance between 
supply and demand, as well as political 
considerations at home and abroad, 
presently becloud the profit picture, ac- 
cording to David Graham, financial 
vice president, Standard Oil Co. (Indi- 
ana) and Edmond N. Morse of Smith, 
Barney & Co. The industry has excess 
domestic refining and productive capac- 
ity which places pressure on product 
prices while costs continue to push up- 
ward. Thus, while 1959 profits should 
better those of 1958 in spite of the steel 
shutdown, they will fall short of the 
abnormal 1957 results due to the Suez 
crisis. 

Mr. Graham held out positive hope 
for better times and a gradual return to 
balance, noting that overproduction in 
a declining industry is quite distinct 
from that in an expanding industry. 
Research, tight cost controls, growing 
energy needs, existing reserves and more 
automation in processing will eventually 
play their part in better industry results 
and an optimistic long-term view is con- 
sequently warranted. 

Mr. Morse pointed out the poorer rel- 
ative rebound in earnings of petroleum 
companies in the first half of this year 
over 1958 as compared with other in- 
dustry segments, due to the statistical 
jinx. If there is no further substantial 
rise in free world crude capacity, and 
Mr. Morse intimated that North Africa 
might well be such a source over the 
coming three to four years, 1963 would 
seem about the earliest year to look for 
reestablishment of a reasonable supply- 
demand relationship. The refining end 
domestically is, he said, probably in the 
very early stages of absorbing excess 
capacity with a basic trend toward better 
product prices. 

Mr. Morse’s recommendation was for 
@ 53-10% petroleum commitment in the 
portfolio equity portion, divided about 
evenly between the domestic and inter- 
rational fields. With the group in dis- 
favor for the past several years, down- 


@ ‘de risk is below average. Yields, how- 
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ever, are attractive and dividends ex- 
ceedingly well covered, with the 1957-58 
record of maintenance good. The indus- 
try’s problems, though greater than at 
any time for the past 20 years, will 
eventually be solved but oil equities 
currently merit attention for their well 
supported yields rather than near-term 
appreciation potentials. 

In the three segments, Mr. Morse’s 
specific selections in domestic produc- 
tion were: Amerada, Honolulu, Louisi- 
ana Land, Superior, Texas Gulf Produc- 
ing and Texas Pacific Coal & Oil, with 
the favorites Louisiana Land and Su- 
perior, in that order. Domestic integrat- 
ed companies have a generally unattrac- 
tive five year profit picture, with only 
Continental, Phillips, and Shell showing 
a rising trend among 12 companies tabu- 
lated. Mr. Morse’s pick in this group 
is Shell but he also made special mention 
of Standard Oil (Indiana) for the long- 
er-term because of its large domestic 
shut-in reserves which should become 
increasingly profitable. In international 
operations, Gulf and Texaco have paced 
the field, with the nod going to the latter 
company. Royal Dutch’s performance is 
even better than Texaco’s through 1957 
but the Venezuelan tax rise has hurt the 
profit picture there, as it has for Stand- 
ard Oil (N.J.), the latter mentioned as 
probably the best single stock for long- 
term yield-conscious accounts. 


Steels — Still Cyclical but 
Less Vulnerable 


The uncertain state of the steel indus- 
try lent especial interest to discussion of 


its problems and investment outlook by 
Paul Carnahan, chairman of Great Lakes 
Steel division of National Steel Corpora- 
tion, and Theodore H. Gerken, vice pres- 
ident, Laird & Co., Corporation, of New 
York City. 

Mr. Carnahan outlined industry con- 
centration upon more efficient and eco- 
nomical operating methods, such as ben- 
eficiation of fuels and ores, oxygen lance 
treatment in converters and new designs — 
in blast furnaces, all looking toward off- 
setting rising costs which make steel 
products vulnerable both to foreign steel 
imports and inroads of aluminum, plas- 
tics, plywood and glass in certain appli- 
cations. These, he said, are far from idle 
threats to the industry which must re- 
main in the forefront of progress to meet 
customers’ requirements for quality and 
service. 

Mr. Gerken foresaw 1960 as the in- 
dustry’s best year if the strike is settled 
before expiration of the injunction pe- 
riod, but he stressed the competitive as- 
pects cited by Mr. Carnahan which have 
motivated management’s firm stand 
against another wage rise. He admitted 
that steel remains a cyclical industry but 
one which has shaken off the onetime 
“pauper” tag by its stable and rising 
price structure and improved efficiencies 
through huge capital investment, factors 
which permitted maintenance of divi- 
dends during 1958 at low operating 
rates. 

The trend to lower costs and expanded 
markets, according to Mr. Gerken, will 
be pressed by management but this does 
not necessarily mean large additions to 
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Continuing and comprehensive research 
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TENNESSEE 
CORPORATION 


November 19, 1959 


CASH DIVIDEND 

A dividend of thirty-one 
and one-quarter (3114 ¢)cents 
per share was declared pay- 
‘able December :18, 1959, to 
stockholders of record at the 
close of business December 
3, 1959. 


EXTRA CASH DIVIDEND 

An extra dividend of 
twelve and one-half (121 ¢) 
cents per share was declared 
payable January 8, 1960, to 
stockholders of record at the 
close of business December 
3, 1959. 


Joun G. GreENBURGH 


61 Broadway Treasurer. 


New York 6, N. Y. 
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Southern California 


Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


ORIGINAL PREFERRED STOCK 
Dividend No. 202 
65 cents per share; 


CUMULATIVE PREFERRED STOCK; 
4.32% SERIES 

Dividend No. 51 

27 cents per share. 


The above dividends are pay- 
able December 31, 1959, to 
stockholders of recérd De- 
cember 5. Checks will be 
mailed from the Company's 
office in Los Angeles, Decem- 
ber 31. 


P.C, HALE, Treasurer 


November 19, 1959 





capacity over the next five years but 
rather broadening of. product lines and 
aggressive entry into,changing markets. 
It is likely that unrealistic permitted de- 
preciation schedules will call for reten- 
tion, of above 50% of net for some years 
but some modest dividend increases may 
be forthcoming next year out of opera- 
ting economies and, the industry will 
probably amass some large earnings be- 
fore the next recession, scheduled by 
some economists for late 1960 or 1961. 

New commitments in steel stocks 
should, in Mr. Gerken’s thinking, rest 
upon greater earnings potential rather 
than hope of a yet higher p/e ratio. 
Aggressive management and an im- 
proved product mix made by efficient 
facilities will determine profits and, while 
it is his opinion that it will be more 
difficult to make money in the steel 
stocks than in the past five years, sub- 
stantial appreciation will be found in 
such companies as National Steel, Arm- 
co, Jones & Laughlin and Republic. 
Specifically, Mr. Gerken estimated, given 
uninterrupted 1960 production and a 
rate of 125 million tons of. steel; that 
National could earn around $10 sper 
share in 1960, with Armco -reporting 
$7.00,.J & L around $9.50-$10., and 
Republic $8.50 or more, well :below po- 
tentials two to three years hence. Gran- 
ite City and McLouth Steel .are also 
candidates for further earnings growth 
and could produce, respectively, $8.50 
and $10. per share next year. 


Drug Growth Seen, Despite ; 
Government Moves ., ,. 

The drug industry, with 1958 sales 
volume of $1.8 billion, Has been expand- 
ing on average about 10% annually over 
the last decade and, while this rate may 
not be sustained in the“years ahead, it 
should do better than merely keep pace 
with the predicted rise in population and 
GNP, according to Dr. E. Gifford Up- 
john, president, The Upjohn Co., Kala- 
mazoo. Federal support of medical re- 
search may pose problems and political 
motivations have spurred anti-trust suits. 
congressional investigations, charges of 
excessive profits and threats of regula- 
tion of advertising to the medical pro- 
fession. Nevertheless, drug companies 
are spending more than twice as much of 
the sales dollar for research as other 
industries and the outlook for popula- 
tion growth, especially in the high-medi- 
cine-consuming youth and age groups, 
augurs well. for a bright future. Man- 
kind’s still uncured ills represent an ex- 
istent market, one which does not have 
to be created. 


John F. Bohmfalk, Jr., McDonnell : 
Co., New York City, noted that 195: 
industry sales would be up to above $1.° 
billion, only a modest 814% above las 
year, due to absence of a major ne\ 
product, lack of epidemics and som 
price reductions. Federal probes of dru 
manufacturers are of concern primaril 
because of possible effect upon profi 
margins but Mr. Bohmfalk felt that the, 
might also afford an opportunity to pub- 
licize the growing percentage of institu- 
tional business at lessened profit and the 
fact that distribution costs at retail repre- 
sent about two thirds of product price. 

The board areas in which new prod- 
ucts are appearing were examined by 
Mr. Bohmfalk, as well as untouched 
fields like viruses, including cancer, im- 
munology and blood chemistry, heart ills 
and hypertension, perhaps even baldness. 
Investmentwise, the drug stocks are 
somewhat volatile and subject to news 
of product development or government 
intervention but they merit attention of 
institutional investors as buying oppor- 
tunities occur, he said. Management and 
“big” new products are prime consider- 
ations and his current selection places 
Smith Kline & French at the top, fol- 
lowed by Schering. Searle and Vick 
Chemical rank as intelligent speculations 
on expected nearby new product intro- 
duction, as well. 


Utilities Volume-Earnings to Rise 


Electric power demands in the United 
States have doubled each ten years for 
many years, it was reported by Robert 
P. Briggs, executive vice president, Con- 
sumers Power Co., Jackson, and even if 
this rate declines, the utility industry is 
well advised in pursuing its program of 
experimental work with atomic energy 
as an alternative heat source. The atom 
may never prove a markedly cheaper 
energy source but it deserves cultivation 
until such time as we master the sun’s 
fusion process. 

In the natural gas field, regulatory 
uncertainties may prevent development 
of new reserves from keeping pace with 
rising demand. Pricing of interstate gas 
having been dumped into the lap of the 
Federal Power Commission, a jumbled 
jurisdictional problem has arisen which 
urgently requires solution. Price uncer- 
tainty creates a situation for the com- 
pany and its customers which Mr. Briggs 
termed both “confusing and frustrating.” 

Charles A. O’Neil vice president, Duff 
and Phelps, Inc., Chicago, appraised the 
electric utility outlook. in encouraging 
terms for the investor. Not only are 
there still worthwhile growth factor: in 
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most situations but operating efficiencies 
are improving, regulatory climates are 
becoming more liberal and excess facili- 
ties are less of a burden through pooling 
of peak reserve capacity. The general 
price rise in utility common stocks, plus 
less frequent recourse to equity financ- 
ing, minimizes dilution while maintain- 
ing a proper balance to debt. 

Mr. O’Neil scotched the general be- 
lief that utilities are at the mercy of 
rising costs. Wages represent normally 
about 20% of electrical utility revenue 
and an annual 5% increase is equivalent 
to only about 1% of revenues, a figure 
readily bettered even in the late reces- 
sion. Rising costs cannot be ignored 
but they need not necessarily be fatal in 
view of the stability of revenue sources 
demonstrated for many years by nearly 
all companies. Of the 115 companies 
followed by Duff & Phelps, 44 increased 
dividends in 1957, 45 in 1958 and 42 
up to September 1, 1959. Prospects for 
the utility investor are consequently as 
favorable for the next several years as 
the past industry record, 

A A A 
Annual Report Hints 


Observations of value on the prepara- 
tion of corporation annual reports ap- 
pear in the seminar handbooks pre- 
pared by Bernard J. Goldstein for the 
Psychological Corporation of 30 E. 45th 
St.. New York. Ten areas for report 
distribution are noted from 169 re- 
sponding companies, These include em- 
ployees, customers and security analysts. 
Test questions pinpoint analysis of a re- 
port as to audience, content, media and 
effect. Suggestions are offered for “finan- 
cial highlights” and comments quoted 
from an opinion survey of investment 
officers, security analysts and account 
executives. One section is devoted to 
the institutional investor, the forgotten 
man among readers, yet one of whom 
the author says, “let me assure you that 
institutional investors read 
nual report.” 


your an- 





Celebrating 50 years in banking on Decem- 
ber 6, Elmer L. Strang, assistant trust officer 
with Camden (N. J.) Trust Co., (center), 
receives a check from President W. Robert 
Davis. Looking on is Director and General 
Counsel Ernest Bartelt. 
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FINANCIAL 


CORPORATION 


T51ST DIVIDEND 


A quarterly dividend of $0.65 
per share in cash has been 
declared on the Common 
Stock of C. I. T. Financia 
CorporaTION, payable Janu- 
ary 1, 1960, to stockholders 
of record at the close of busi- 
ness December 10, 1959. 
The transfer books will not 
close. Checks will be mailed. 


C. Joun Kunn, 
Treasurer 


November 25, 1959. 




















LOU/S/IANA 


NEW @ ORLEARS. 


Utility service by tax-paying, 
publicly-regulated companies 
made this dividend possible. 


The Board of Directors has this day de- 
clared a dividend of 47 2¢ per share on 
the Common Stock, payable January 2, 
1960, to stockholders of record at the 
close of business December 11, 1959. 
D. J. WINFIELD 
December 2, 1959 Treasurer 


SERVING THE MIDDLE SOUTH 


Arkansas Power & Light*Company 
Louisiana Power & Light:\Company 
Mississippi Power & Light Company 
Public Service Inc. 


New Orleans 


DIVIDEND NOTICE 
MIDDLE SOUTH UTILITIES, INC. 
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AMERICA’S FIRST TOBACCO MERCHANTS ¢ ESTABLISHED 1760 


























FILTER: CIGARETTES 


eed ee ee won NG e- 





























= KING SIZE CIGARETTES 





cember 18, 1959, to 


DIVIDEND NOTICE 
Dividend of $1.75 per share on the Preferred Stock of P. Lorillard 
Company, which otherwise would be payable on the first business day in 
January, 1960, by way of anticipation has been declared payable De- 


stockholders of record at the close of business 


December 2, 1959. A regular quarterly dividend of $.50 per share, 
plus an extra dividend of 20¢ per share, on the outstanding Common 
Stock of P. Lorillard Company have been declared payable December 18, 
1959, to stockholders of record at the close of business December 2, 
1959. Checks will be mailed. 


New York, November 18, 1959. 


G. O. DAVIES, Treasurer 
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S THE AUTOMOBILE REVOLUTION 
| we Motors Challenge 


RICHARD T. PURDY 


Treasurer, American Motors Corporation, Detroit 


URING THE DARK DAYS FROM WHICH 
D our company has now emerged, 
many banks that held our notes gave us 
a great deal of help and encouragement. 
Many, I am sure, went far beyond the 
call of duty, and we credit no small part 
of our success today to their understand- 
ing and confidence. 

Rambler continues to make big news 
.... from the standpoint of a revolu- 
tionary car concept that has jolted the 
automobile industry. And the public 
will be quick to recognize that original- 
ity cannot be successfully copied. 

Our first nine months ended June 30 
gave us after-tax, profit of $49.6 million 
compared with $14.5 million last year. 
During the nine months, profit has been 
favorably influenced by a tax loss carry- 
forward that was used up by December 
31, 1958. Since January 1, we have been 
taxpayers. Our profit in relation to net 
book value of property, plant and equip- 
ment the first six months of 1959 was 
almost three times that of General 
Motors, and General Motors was well 


ahead of Ford and Chrysler. 


American vs. Big 3 Compacts? 


Introduction of additional compact 
cars will provide the greatest market 
stimulation industry has seen for some 
time. There will be a basic re-arrange- 
ment; what were low-priced cars will 
now become medium-priced. 

If anybody is going to be hurt, it will 
be the medium-priced cars as we now 
know them. This is not guesswork on 
our part. We know the cars Rambler 
buyers were driving before; we also 
know that Chevrolet, Ford and Ply- 
mouth have been maintaining their per- 
cent of industry. In doing so, however, 
they have been taking away sales from 
the so-called medium-priced _ bracket. 
Only four years ago, medium-priced cars 
took over 38% of all car sales. This year 








Condensed from address at Management Meeting, 
Mid-Continent Trust Conference, Detroit, Nov. 4, 
1959. 
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they’ve slipped to less than 25% and are 
still slipping. 

We have seen three acts in this com- 
pact car drama. 

Act I: TIME: 1954-56 

Goliath ignores David. In chrome- 
plated armor he lumbers across _ the 
stage. His booming voice tells the people 
they are demanding more size — more 
power — more speed. 

Act II: Time: 1957-58 

Goliath tries to explain David. Scratch- 
ing his gadgets, he informs the people 
that economy and compactness are a by- 
product of a blight that has overtaken 
the nation — a flash-in-the-pan sort of 
thing that is only nourished by reces- 
sion. 

Act III: Time: 1959 

Goliath imitates David. His argu- 
ments have worn thin. For two years the 
people have been restless; they and their 
neighbors have “Rambled” across the 
land with full mobility and a saving of 
money. As the curtain begins to descend 
on Act III, the wind section develops 
overtones of off-key grumbles. 

Act IV will soon be under way. The 
Rambler American models _ represent 
basic transportation and the Rambler 
Six is a combination of big car and 
small car advantages. Had our cars been 
conceived after knowing what we now 
know about the Big 3 products, we do 
not see how we could have improved 
our fundamental product position. 

The 100-inch Rambler American 1960 
line includes an entirely new four-door 
sedan, the two-door sedan and two-door 
station wagon. The 108-inch Rambler 
includes four-door sedans, hardtops and 
station wagons and the choice of six or 
eight cylinders. The Ambassador also 
gives the buyer choice of four-door se- 
dans, hardtops and station wagons. On 
the other hand, the Big 3 are offering 
initially — one model Corvair, one 
model Falcon and one model Valiant. 

Let us understand the distinction be- 
tween the compact car and the small 


car. The latter refers to cars of 100-inch 
wheelbase or less — mostly the Euro- 
pean cars. American Motors is repre- 
sented in this group with its 85-inch 
Metropolitan as well as its 100-inch 
Rambler American. The compact group 
includes cars of 101-inch to 110-inch 
wheelbase. 

After 13 years of research, develop- 
ment and market analysis, we brought 
out the Rambler in March, 1950. Our 
calendar year sales amounted to only 
16,000. We were heading upstream 
against the current of our competitors’ 
longer, wider and gaudier vehicles. To- 
day we are thankful that our manage- 
ment maintained its convictions in the 
face of staggering odds. 

Not long after the Rambler first made 
its appearance, our G.I.s started bring- 
ing back small European cars. Every 
new entry has given additional stimulus 
to the compact car concept and to 
Rambler sales. 

Here is the history of small and com- 
pact car registrations including Ramb- 
ler, Hudson Jet, Willys, Lark, Henry J, 


and imports: 


% of Rambler 
Year Units Industry % 
1954 _........ 85,115 1.54 — 
|  _—_— 124,285 1.73 — 
16 143,521 2.41 — 
NO ec 246,657 4.12 La 
en 521,659 11.22 4.7 
8 mos. 1959. 678,209 16.71 6.5 


For 1959, Rambler, the 60-odd makes 
of European cars, plus Studebaker Lark 
and some Big Three compact car sales 
in the last quarter, are expected to ex- 
ceed 1,000,000 units. 

Is it any wonder that our larger com- 
petitors have spent hundreds of millions 
to prepare for their belated entry into 
the compact car market? Yet we are 
acutely aware. of the nature of compe- 
tition, for we are playing ball in two 
of the toughest leagues of America 
business — automobiles and home ap 
pliances. 

Back in 1954, our only collaborat 
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of consequence was the Volkswagen. 
Then came scores of other foreign 
makes. The field again expanded to in- 
clude the Big Three’s Vauxhall and Con- 
sul from Britain — Opel and Taunus 
from Germany and Simca from France. 
Rambler sales hit higher levels than be- 
fore. The latest entry, the Studebaker 
Lark, has proved to be another stimu- 
lant to the compact car market. Each 
new competitor in our product area has 
added strength to our story. 


Swing of the Pendulum 


Add to today’s selling effort the ad- 
vertising and sales promotion of the 
Big Three and it is difficult to put a limit 
on the real volume potential ahead for 
Rambler-type cars. The sales and adver- 
tising whisper of the past will become 
the shout of the future. 

Compact car sales during the balance 
of this year will not reflect the full 
impact of the Big Three’s entry into this 
market. However, during 1960, we feel 
that small car sales will approach 2,250.- 
000 units. Of this total about 1,750,000 
will be compact cars and Rambler sales 
will exceed those of any other company. 

We believe that during the middle 
60’s, the market for such cars can reach 
60% of total new car sales. We expect 
our sales will be more than 25% of total 
small car sales by 1965. The Big Three 
are going to help us “Ramblerize” the 
business. 


New Wine in Old Bottles? 


The Big 3 must establish public ac- 
ceptance of their new cars. We have re- 
cently seen that a new Big 3 car does 
not automatically win this acceptance. 
They'll be selling against their own big 
cars in which they have higher profit 
margins. 

They must convince their own people 
— including dealers — of the merits of 
compact cars. They have talked against 
them for years and will have to make a 
180-degree turn. They must make basic 
changes in sales and dealer organiza- 
tions. These changes can be costly and 
time consuming. As we can testify, it is 
a long hard pull to change internal as 
well as dealer mentality from big cars 
to compact cars. 

Their advertising and sales promotion 
will be split between big and compact 
cars. The sales arguments coming from 
both sides of their mouths will lack con- 
viction because they will be contradic- 
tory, when they praise the advantages of 
their compact car’s single-unit construc- 
tion — at the same time asking people 
to buy their big cars. 
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As those of us who pioneered single- 
unit construction 20 years ago can test- 
ify, the bugs are exterminated only after 
much trial and error. 

Only through further costly experi- 
mentation by dealers is a used car mar- 
ket established for a new name and a 
new product. We note that Rambler’s re- 
sale value has led Ford, Chevrolet and 
Plymouth for several years. 

With the Rambler, American Motors 
has made the American motorist “econ- 
omy minded.” It will be interesting to 
see if, in order to achieve economy, the 


Big 3 have sacrificed the performance 
that car buyers in this country have 
come to expect. 

A retired official of one of the Big 3 
was recently quoted by a news columnist 
as saying: “The big companies will be 
in trouble from the moment they jump 
into the smaller car field. They'll hurt 
themselves and each other.” 

Much of our success has come from 
doing things differently, not only those 
of a purely product nature, but also 
in our management philosophy, dealer 
policies and approach to the consumer. 





TEXAS GULF 
SULPHUR 
COMPANY 


153rd Consecutive 
Quarterly Dividend 


The Board of Directors has declared a 
dividend of 25 cents per share on the 
10,020,000 shares of the Company's 
capital stock outstanding and entitled to 
receive dividends, payable December 
15, 1959, to stockholders of record at 
the close of business November 30, 1959. 
E. F. VANDERSTUCKEN, JR., 
Secretary. 
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KENNECOTT COPPER 
CORPORATION I 


161 East 42d Street, New York, N.Y. ¢ 
November 20, 1959 &@ 

At the meeting of the Board of 
Directors of Kennecott Copper Cor- 
poration held today, a cash distri- 
bution of $1.50 per share was de- 
clared, payable on December 21, 
1959, to stockholders of record at 7 
the close of business on Decem- | 
ber 1, 1959. | 
PAUL B. JESSUP, Secretary |] 
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Pullman 
Incorporated 


393rd & 394th Dividends 


93rd Consecutive Year of 
Quarterly Cash Dividends 


A quarterly dividend of sev- 
enty-five cents (75¢) per 
share and an extra dividend 
of one dollar ($1.00) per 
share will be paid on Decem- 
ber 14, 1959, to stockholders 
of record November 30, 1959. 

CHAMP CARRY 


President 





— TRAILMOBILE 




















INTERNATIONAL 
| ) SHOE 

COMPANY 

St. Louis 

195™ 

CONSECUTIVE DIVIDEND 

Common Stock 
A quarterly dividend of 45¢ per 
share payable on January 1, 
1960 to stockholders of record 
at the close of business Decem- 
ber 11, 1959, was declared by 

the Board of Directors. 


ROBERT O. MONNIG 


Vice-President and Treasurer 


December 1, 1959 




















Cities Service 
COMPANY 
Dividend Notice 


The Board of Directors of Cities Service Company on Novem- 
ber 18, 1959, declared a quarterly dividend of sixty cents ($.60) 
per share on its Common Stock, payable December 14, 1959, 
to stockholders of record at the close of business December 


1, 1959. 


FRANKLIN K. FOSTER, Secretary 
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Other Advantages 


1. Our experienced dealer organiza- 
tion is getting stronger and more pros- 
perous each day. Four years ago our 
dealer body net worth was in the area 
of $50 million — today it is $168.7 
million. Two years ago a dealer could 
get on our list of 100 largest dealers if 
his projected annual sales exceeded 100 
cars. Today it takes better than 500 
annual sales to even get on that list. 

A very important advantage is the 
close personal relationship between our 
management and dealers, including a 
genuine dealer advisory board. 


2. Rambler acceptance will be at a 
still higher level before the Big 3 get 
under way. 


3. We will have high operating eflici- 
ency that they can achieve only through 
time and headaches. Our fixed costs are 
and will continue low because our facili- 
ties and permanent assets are relatively 
low cost. American Motors is the world’s 
largest builder of compact cars and our 
projected 1960 volume will permit in- 
tensive utilization of facilities. Further- 
more, our corporate way of life is de- 
void of the frills and luxuries to which 
our larger competitors have become 
accustomed. 


AREA RESOURCES 
BOOK 





New book explains why the 
area we serve offers so much 
opportunity to industry. 









Write for FREE COPY 
Box 899, Dept. U 
Salt Lake City 10, Utah 


6 LIGHT 


Serving in 
Utah-Idaho : 
Colorado-Wyoming . 


HF 
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4. Part of the Big 3’s initial problem 
in marketing their compact cars will be 
psychological. The public generally asso- 
ciates smaller cars with much lower 
price tags. A recent opinion survey by 
the Advertising Bureau of the American 
Newspaper Publishers Association asked 
a cross section of newspaper readers how 
much under the Big Three’s lowest price 
1959 cars would be the prices of Cor- 
vair, Falcon and Valiant. The median 
answer was $800. From the price an- 
nouncements, thus far, a lot of people 
must be disappointed. 


5. The Rambler and American Mo- 
tors stand for something distinctive in 
the market place with high owner loyal- 
ty. Redbook magazine asked its readers, 
“If you were in the market for a new 
automobile today, would you again buy 
your present make?” More than 85% 
of Rambler owners gave a resounding 
“ves” — the highest percentage on the 
list. 


6. Rambler enjoys top quality rating: 
our dual dealers tell us their make- 
ready costs are only one-third that of 
their big cars. 


7. The Big 3 will confirm to the pub- 
lic that Rambler’s single-unit construc- 
tion is superior. 


~ 


3. We will have the advantage of be- 
ing able to concentrate our selling ef- 
fort. We won't have to “ride two horses” 
— one a pony, the other a Percheron. 


9. The Big 3 will have to sell with 
“tongue in cheek” because there is no 
incentive for them to expand the com- 
pact car market largely at the expense 
of their big cars. From the standpoint 
of big company prestige, they’re afraid 
their small cars will fail. From the 
standpoint of eating into their present 
market, they’re afraid their small cars 
will succeed. That, is a dilemma with 
dual horns, as standard equipment. 


A 


10. We have a growing public sup- 
port of American Motors as an organ- 
ization that has dramatically shown the 
country that corporate bigness and car 
bigness are not the only ingredients of 
success. 


11. We have greater freedom and 
flexibility of operation. We can make 
decisions faster — implement them 
faster. 


12. From the standpoint of product 
development, we have our own trained 
and proven engineering group in addi- 
tion to the vast store of talent and re- 
search facilities available through sup- 
pliers. Many suppliers who contributed 


greatly to the progress of the industry 
are today less available to the big com- 
panies because of the latter’s pro- 
nounced trend toward more manufactur- 
ing integration. 


13. In°éngineering and research, w 
have new assets of skill and originality 
not shown on our balance sheet. We are 
exploring light weight metals, new 
methods of transmilting engine powe1 
unique body styles and other areas we 
cannot discuss. 


14. We have a younger and hungrier 
management team that has worked and 
starved together. 

There are those whe say we will be 
hurt by the tremendous production ca- 
pacities of the big companies. As we 
have proven, size alone in product o1 
company is not essential to success in 
the automobile business. We have pared 
our operations to the lowest break-even 
point in our history and can compete 
profitably with far less volume than any 
Big 3 maker. It’s doubtful that they can 
compete in the compact car market for 
some time to come without subsidy from 
their other divisions. 


Expansion of Facilities 


In the spring of 1958, our production 
capacity was estimated at about 250,000 
units; when we began production of 
1960 models in September, our capacity 
had increased to 440,000. With the 
launching of a new $17.5 million pro- 
gram, we expect capacity to reach nearly 
600,000 cars some time during the com- 
ing year. 

As we look forward to when still more 
facilities may be desirable, our present 
thinking is that we will not follow the 
assembly plant route, with duplicating 
overheads, sacrifice in efficiency, etc., 
but will instead enlarge existing facilities 
in Wisconsin. 

Ten years ago the practice in our in- 
dustry was toward decentralization when 
production in any one plant reached the 
area of 180,000 cars a year. Since then, 
the pattern of freight rates on finished 
vehicles vs. components has changed; 
freight rates on parts have risen and 
those on completed cars have gone down. 

Being the first to recognize the funda- 
mental change in the automobile market 
has made us the major competition ‘n 
the compact car field. No one realizes 
better than we that the automotive bu:i- 
ness is a rough, tough game. The beu- 
quets presented today can become «e- 
cayed vegetation tomorrow. We «re 
complete realists, determined to “ke-p 
our head screwed on straight.” 
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INVESTMENT IMPLICATIONS 
of Population anil 


DR. PHILIP HAUSER 


Chairman, Department of Sociology, University of Chicago 


POPULATION OF 231-MILLION TO 

273-million Americans is the pros- 
pect to which the economy must be 
geared by 1980. These projections of the 
Census Bureau indicate that between 
1950 and 1980, we shall be adding some 
80-million Americans at the lower limit, 
and 122-million at the upper limit; the 
lower limit being as many people as in 
all Japan, the upper limit as many as in 
all Japan and the United Kingdom. 

By July 1958, the population of the 
United States, at 174-million, had in- 
creased by 23-million over 1950. Most 
of the anticipated growth between 1950 
and 1980 therefore still lies ahead. Be- 
tween 1958 and 1980, Census projec- 
tions point to an increase of from 57- 
million to 99-million persons. 

The dramatic growth we are experi- 
encing is in sharp contrast with the ac- 
tual and prospective rate of national 
growth during the depression 1930's. 
The U. S. was then concerned about the 
economic and business implications of a 
stationary or declining population, and 
was reading its future as a “mature 
economy” in terms of events already dis- 
cernible in other Western nations. 

The actual course of events has belied 
that outlook. We have experienced a 
major boom in marriage and birth rates, 
unanticipated in magnitude or duration, 
which will be a stimulus to economic de- 
velopment and business expansion for 
at least the next two or three decades. 

Between 1960 and 1965, we may aver- 
age an increase of 3-million persons per 
year, between 1965 and 1970, 4-million 
persons; between 1970 and 1975, 5-mil- 
lion persons; and between 1975 and 
1980, 6-million persons. The rate of in- 
vestment will necessarily be affected by 
this need to increase facilities for pro- 
duction of goods and services for the 
expanding market. 


Metropolitan Area Explosion 


Even more dramatic is the increasing 
concentration of population in a rela- 
tively small number of urban agglomera- 


From address before Mid-Continent Trust Con- 
ference, Detroit, Nov. 5, 1959. 
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tions designated as “standard metropoli- 
tan areas,” defined as a city of 50,000 
or more inhabitants, the county in which 
located and such adjoining counties as 
are by various economic and social cri- 
teria oriented to the central city. In 
1900, about a third of the population 
lived in places that would thus qualify. 
Between 1900 and 1950, while the popu- 
lation doubled, that in nonmetropolitan 
areas increased by only 50%, whereas 


in the standard metropolitan areas it - 


tripled. By 1950, 57% of population, 
some 85-million, lived in 162 standard 
metropolitan areas. 

The trend toward increased metro- 
politan areas concentration is accelerat- 
ing. During the first half of the cen- 
tury, metropolitan areas absorbed 73% 
of total population increase. Between 
1940 and 1950, they absorbed 81% of 
total growth. Between 1950 and 1955— 
according to Census estimates, metro- 
politan areas absorbed 97% of the total. 

The trend will continue because such 
agglomerations represent the most ef- 
ficient producer and consumer units so- 
ciety has yet devised. The very size, 
density, and congestion of metropolitan 
areas, to which some city planners ob- 
ject, are among our most precious eco- 
nomic assets. They are a population 
manifestation of our market system and 
technological development which under- 
lies the American level of living—the 
highest mass level ever achieved in his- 
tory. 

By 1980, it is possible that the num- 
ber of standard metropolitan areas will 
have increased to over 200, with a popu- 
lation greater than that of the entire 
country in 1950, or some 165-million 
persons. Thus, while the population as a 
whole increases from 54 to 80% between 
1950 and 1980, it is possible that the 
metropolitan population will amost dou- 


ble. 


Metropolitan Decentralization 


While population becomes more con- 
centrated, population within such areas 
is becoming increasingly decentralized 
in the suburban rings, rather than in 


central cities. Between 1900 and 1950, 
metropolitan rings absorbed about 45% 
of total growth of metropolitan areas. 
Between 1940 and 1950 they absorbed 
61%, between 1950 and 1955, about 
80%. 

The first basic reason for increased 
decentralization within standard metro- 
politan areas is the shift from 19th to 
20th century technology, the latter sym- 
bolized by electric power, the automo- 
tive complex and the telephone. These 
make possible greater dispersion of in- 
dustry and population. 

The second factor is that central cities, 
on average, since about 1920, have been 
filled up. They tend to have relatively 
fixed boundaries, hence _ continued 
growth has necessarily meant increasing 
proportions beyond city limits. 

Cbserved trends indicate that, be- 
tween 1950 and 1980, while population 
of standard metropolitan areas almost 
doubles, central cities may increase by 
only 30%, while metropolitan rings may 
increase by about 180%. Thus, it is pos- 
sible that about two-thirds of total popu- 
lation will be in standard metropolitan 
areas by 1980, and 60% of them sub- 


urbanites. 
The Coming Megalopolis 


Reference to growth of metropolitan 
areas must include reference to the emer- 
gent “megalopolis,” due to coalescence 
of such areas. In the Northeast an emer- 
gent megalopolis may be seen from Bos- 
ton to Washington; in the Middle West 
from Milwaukee to Chicago to South 
Bend and, perhaps, even to Detroit, To- 
ledo and south to Cincinnati. Continuous 
metropolitan development may conceiv- 
ably stretch also from Chicago through 
Peoria to St. Louis. On the West Coast, 
an emergent megalopolis may be seen 
from Seattle to Tacoma to Portland and 
Salem; and from Sacramento to San 
Francisco, through Fresno and Los An- 
geles to San Diego. On the Gulf Coast, 
Fort Worth to San Antonio and Dallas 
through Houston to Galveston also rep- 
resent prospective megalopolises. Both 
the east and west coasts of Florida may 
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have similar developments, from Jack- 
sonville down to Fort Myers down the 
west coast and from Jacksonville to Mi- 
ami on the east coast. It is too early even 
to try to anticipate the implications for 
the economy at large or, more specific- 
ally, for general investment purposes. 
That it will evoke new dimensions of 
economic need and investment require- 
ments is certain. 


Changes in Population Composition 


By 1980, persons 65 years of age and 
over may constitute from 9 to 11% of 
the population; persons under 20 from 
34 to 44% and those of intermediate 
age, 20 to 64, may make up from 47 to 
55%. The most significant aspect of the 
changing age structure lies in the de- 
pendency ratio. In 1950, there were 73 
persons of dependent age (under 20 or 
65 and over)—for each 100 persons of 
working age (20 to 64). Of these depen- 
dents, 14 per 100 persons of working 
age were 65 and over, and 59 were under 
20 years. By 1980, if the high birth rate 
assumption holds, the total number of 
dependents per 100 persons of working 
age will have increased to 95, only 16 
older and 79 younger dependents. If the 
birth rate should decline, dependents 
per 100 persons of working age would 


be 68, 16 older dependents and 52 
younger. 


Household Formation 


Between 1946 and 1956, under the 
impact of demobilization and postwar 
high-level economic activity, households 
increased by about 11-million, twice as 
many as in any other 10-year period in 
history. Net household formation be- 
tween 1947 and 1950 averaged over 1.5- 
million per year. Between 1950 and 
1955, however, it decreased to an aver- 
age of a little over 800,000. This de- 
crease had significant consequences for 
all sectors of the economy, and especial- 
ly those dependent on the household 
rather than the individual as a consumer 
unit, such as the home construction and 
automotive industries and producers of 
consumer durables for household use. 

Net household formation increased 
somewhat between 1955 and 1958 to 
about 900,000 per year. Projections of 
the Census Bureau indicate further de- 
creases between 1960 and 1965. Under 
assumptions producing a low projection, 
it is possible that net formation may 
drop to about 643,000 per year for 1960 
to 1965; under assumptions producing 
high projections, it may exceed a mil- 
lion. 




















Poston Yund 





MASSACHUSETTS INVESTORS 
GROWTH STOCK FUND 





Massachusetts Investors Trust 





Century Shares [rust 








CANADA GENERAL FUND 


LIMITED 

















A prospectus relating to the shares of any of these separate 
investment funds may be obtained from authorized dealers or 


VANCE, SANDERS & COMPANY, INC. 
111 DEVONSHIRE STREET 
Boston 9, MASs. 


NEW YORK CHICAGO LOS ANGELES 


61 Broadway 

















120 South LaSalle Street 210 West Seventh Street 
— 





1228 


By 1965, it is almost certain that this 
figure: will increase because, by that 
date, postwar babies will begin to reach 
marriageable age. Between 1965 and 
1970, net household formation may vary 
from 850,000 to over a million per year. 
Reflecting continued impact of the post- 
war birth rate boom, it will reach from 
l-million to over 1.2-million between 
1970 and 1975; between 1-million and 
1.3-million between 1975 and 1980. 

Between 1950 and 1980, households 
in the United States may increase by 
from 25 to 32-million, or from 43.6- 
million in 1950 to 69- to 76-million. Sec- 
tors of the economy geared primarily to 
households as consumer units may an- 
ticipate over this period an increase of 
from 58 to 72% in consumer markets. 

The magnitude and character of pop- 
ulation changes in prospect clearly point 
to an era of relatively great economic 
expansion. Differential opportunity for 
economic growth is to be found in the 
differences in rates of growth of different 
sectors of the population. Levels of con- 
sumption may be expected to continue to 
increase. But even at 1955-1958 levels of 
consumption, there will be tremendous 
increases in demand by reason of the 
increased size of the market. 

Without question, our great postwar 
economic expansion is in large measure 
attributable to the superimposition on a 
high-level civilian economy of a partial- 
ly mobilized cold-war economy, in re- 
sponse to national security needs. In the 
decades which lie ahead, the American 
economy must continue to expand, both 
to meet increased demand of our rapid- 
ly growing population and to assure na- 
tional security. In playing a significant 
role in this expansion, investors will be 
fulfilling a duty and obligation, as well 
as being alert to tremendous opportun- 
ity. 

AAA 


Colombians Study Mutuals 


“Mutual Funds” was the subject for 
discussion in Boston by a Colombian 
(South America) Study Team comprised 
of six of Colombia’s most important 
financial, business, and banking execu- 
tives who just completed a month-long 
study tour under guidance of Richard T. 
Murphy who represents The Interna- 
tional Cooperation Administration. The 
team visited a representative group of 
private investment firms, banking insti- 
tutions, international and United States 
Government agencies, and educational 
institutions. Charles F. Eaton, Jr., presi- 
dent of Eaton & Howard, Inc., Boston, 
discussed the progress and policies of 
mutual funds in America. 
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Reduction in Management Fee 
Rates Proposed by Attorney 


Management fee rates should be es- 
tablished on a sliding descending scale 
varying with the increasing size of a 
mutual fund, according to Alfred Jaret- 
zki, Jr., member of the New York bar. 
Writing in the October issue of the Vir- 
ginia Law Review on problems relating 
to investment advisory contracts under 
the Investment Company Act, Mr. Varet- 
zki, who had one of the major parts in 
the drafting of the legislation in 1940 
and who is also a director of five 
Funds, asserts that “It should not cost 
four times as much to manage a four 
hundred million dollar Fund as it does 
to manage a hundred million dollar 
Fund. 

Management certainly is entitled to 
greater profits as the size of the Fund 
grows and as supervisory problems and 
responsibility increase, according to Mr. 
Jaretzki. And possibly compensation for 
the difficult earlier years when initial ex- 
penses were burdensome might be given 
recognition by setting a maximum time 
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limit, say three years, during which the 
investment company might operate at a 
given maximum size before the de- 
creased management rate takes effect. Of 
course, there can be no fixed formula for 
all Funds since type of company as well 
as nature of management will vary. But, 
although existing fees are countenanced 
by custom and stockholder ratification, 
it does not hold that their validity can- 
not be reexamined. Only a few com- 
panies now have a decreasing scale of 
fees. 


Mr. Jaretzki recognizes that regula- 
tion of rates by statutory prescription 
would be too inflexible. Determination 
of rates by the S.E.C., although more 
flexible, would present its own problems 
and moreover the Commission would not 
welcome this increased burden. Before 
such more drastic remedies are at- 
tempted the author endorses a proposal 
to “pinpoint by legislation the responsi- 
bility of directors for the reasonableness 
of fees paid by investment companies of 
which they are directors.” Mr. Jaretzki 
states: “An amendment to the act re- 
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quiring that an investment company’s 
directors submit periodically the renewal 
of advisory contracts to the Fund’s stock- 
holders, with a finding by the directors 
that the proposed fees are reasonable and 
recommended for approval, should ac- 
complish this purpose.” 


Management Shares Offered 
— and Oversubscribed 


An offering of shares of Wellington 
Management Company is being made 
to the public with Bache and Co. and 
Kidder, Peabody and Co. heading the 
underwriting group. Of the 450,000 non- 
voting class “A” shares being sold, 350,- 
000 are owned by the Company’s stock- 
holders, principally president Walter L. 
Morgan, and the remainder by the Com- 
pany itself. Proceeds of the latter will be 
used to reduce outstanding long-term 
debt of the management concern. Fol- 
lowing conclusion of the offering, Com- 
pany executives will still own 445,840 
of the Class “A” shares and all of the 
10,000 voting “B” stock. 

Wellington Management Company is 
investment advisor to Wellington Fund 
and has complete ownership of Welling- 
ton Company, Inc., distributor of Well- 
ington Fund and Wellington Equity 
Fund. It also owns 98.4% of the’ shares 
of Wellington Company, Ltd., invest- 
ment advisor to Wellington Equity 
Fund. As of December Ist, Wellington 
Fund’s assets exceeded one billion and 
the size of Wellington Equity, which was 
organized in October 1958, approxi- 
mated $40 million. Wellington Manage- 
ment Company employs a sliding de- 
scending scale in its charge for advisory 
services to Wellington Fund, similar to 
that mentioned in Mr. Jaretzki’s article 
discussed above. 

This brings to a half dozen the number 
of major mutual fund management and 
distributing companies which have made 
public offerings during the year. The 
others were Keystone Custodian Funds 
“A”, Television Management, Hugh 
Long “A”,, Waddell and Reed, and 
Vance Sanders. The latter was brougit 
to market during the first week of De- 
cember at a price of $26.50 per shave 
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and immediately oversubscribed. The 
secondary offering totaled 440,000 
shares, as contrasted with the initial 
registration of 400,000. Unlike its prede- 
cessors publicly offered this year, Vance 
Sanders is primarily a distributing com- 
pany, having only a minor interest in 
investment management fees. 


Fiduciary Mutual Investing Co. 
Introduces New Trust Service 


Fiduciary Mutual Investing Company 
has introduced a new trust service for 
mutual fund investors which it is able 
to provide because of its connection with 
Fiduciary Trust Co, of New York, man- 
ager of its investment portfolio. By 
virtue of this unusual situation, the serv- 
ices of an experienced corporate trustee 
are available to Fiduciary Mutual share- 
holders without any trustees’ commis- 
sions other than the annual 14 of 1% 
of the assets of the mutual fund which is 
the more general management fee 
charged by other mutuals. In addition to 
a simplified trust arrangement provided 
at a minimum expense, which can be 
used at the investor’s option, FMIC has 
a continuous investment plan of the non- 
contractual variety with group life in- 
surance available to insure the pro- 
gram’s completion. In other words, the 
investor is not saddled with the major 
portion of the salesman’s commission in 
the first few years and yet can have the 
benefit of this insurance, an arrange- 
ment extremely rare among mutual offer- 


ings. 


The current prospectus includes a 
specimen trust agreement. The face of 


the agreement leaves a space in which 
can be inserted the specific instructions 
of the creator to the trustee, and the re- 
verse of the agreement sets forth the 
terms under, which the trustee will ad- 
minister the trust. This contains a pro- 
vision that there will be a fee of 1% of 
the assets of the trust upon its termina- 
tion, and the Trust Company reserves 
the right to make nominal charges for 
such things as filing the necessary fiduci- 
ary tax returns, as.described in the pros- 
pectus. 


Morton M. Banks, vice president of 
FMIC cautions: 


“Even though we have made it as 
inexpensive and easy as possible to 
use the trust vehicle in order to ac- 
complish many planning objectives, 
the provisions as.to beneficiaries and 
payments must be tailored to the in- 
vestor’s needs and wishes... any in- 
vestor who contemplates setting up a 
trust should discuss it with a lawyer 
before signing the instrument . 
unforeseen consequences can result 
unless a qualified attorney is con- 
sulted. This is of importance to 
mutual fund as well as insurance 
salesmen, even though there will be 
some investors who would like to by- 
pass a lawyer to save money.” 


One other fund thas trustee arrange- 
ments similar in some respects. The port- 
folio of Massachusetts Life Fund is 
supervised by the Massachusetts Hos- 
pital Life Insurance Co. as_ trustee, 
whose primary function is furnishing 
trusteed investment management. But 
with this latter vehicle the trust arrange- 
ment is mandatory, not optional as is the 
case with the Fiduciary Mutual Invest- 
ing services. 
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New Growth Fund Features 
Life Insurance Shares 


Offering of a new fund, whose pri- 
mary investment objective is long-term 
capital growth, is being completed by 
Shearson, Hammill and Co. acting as 
representative of the underwriter, with 
total initial assets expected to approxi- 
mate $414 million. Capital Life Insur- 
ance Shares and Growth Stock Fund will 
place special emphasis on companies en- 
gaged directly or indirectly in the life 
insurance business, but at least 25% of 
the funds’ stock investment will be ‘in 
“other industries which it feels offer op- 
portunities for capital growth.” The 
fund management’s confidence in the 
tremendous future potential of the mu- 
tual fund industry has induced much 
speculation that the greater part of this 
25% sector will be invested in the man- 
agement stock of other mutual funds. 

Research, statistical, investment ad- 
visory and management services will be 
provided by the sponsoring Investors 
Counsel, Inc. at a cost of 34 of 1% an- 
nually of the net asset value of the Fund. 
Shelby Cullom Davis and Co. has been 
retained to provide supplementary 
sources of information, but not to fur- 
nish investment advice generally. Be- 
cause of the nature of the fund, it is an- 
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ticipated that income from portfolio se- 
curities will be relatively small so that 
income dividends will be paid only once 
annually, in January. The Fund also in- 
tends to reinvest for the benefit of share- 
holders any realized net long-term gain. 


An innovation will be the offering of 
non-voting Class A common stock of the 
management company to dealers who 
participate in the distribution of shares 
of the Fund at the rate of 500 shares per 
$100,000 of net assets added to the Fund 
by such dealers. Offering will be made 
initially at le per share and will be in- 
creased to approximate the book value if 
that should exceed the initial value. Re- 
portedly, this is the first time that, as a 
matter of policy, all dealers in a fund 
have been invited to participate in the 
profit they have helped to build. In 
effect, it amounts to a profit sharing plan 
for dealers. 


New Growth Company Offered 


A new mutual, Shares In American 
Industry, Inc., which will have as its ob- 
jective principal and income growth, is 
being offered on a continuous basis by 
the Atomic development Securities Co. 
of Washington. President of the new 
fund is Newton I. Steers, Jr. and Board 
Chairman is Merle Thorpe, Jr., both of 
whom serve in similar capacities with 
the Atomic Development Mutual Fund, 
Inc. The policy as to investments will be 
flexible although the portfolio normally 
will be concentrated in common stocks. 
Gross selling commission on sales up to 
$5,000 is 814% with a special dealer al- 
lowance of 744% until the end of Jan- 


uary. Subsequently the regular stipu- 
lated dealer commission of 644% will 
apply. 

the fund management has a fresh ap- 
proach to the growth stock dilemma in 
that it believes there are companies with 
long-term potential which, as a group, 
sell at conservative ratios to average 
earnings, dividends and asset values. In 
current markets the new mutual refers to 
them as “depressed situations.” It in- 
tends to invest in such companies and 
take profits when they achieve market 
recognitioin. As an example of this type 
of growth situation the Fund cites Inter- 
national Minerals and Chemical com- 
mon, top world-wide producer of phos- 
phate. The investment company ex- 
plains: 


“Its stock is down more than one- 
third from its previous high, the 
yield on the common is in excess of 
5%, and the P/E ratio is only 11 
times last year’s earnings, with earn- 
ings in the current year expected to 
rise rather sharply. Book value is 
more than 20% in excess of market 
price not including sizeable Florida 
land holdings. Considering the out- 
look for the agricultural chemical 
business . . . IM&C would appear to 
be a depressed growth stock.” 


Four More Personal Holding 
Companies Exchange Assets for 
Mutual Shares 


Adding to the continuously growing 
roster of absorptions by mutual funds 
(T&E, Oct. p.1045) four more personal 
holding companies are exchanging their 
assets for investment company shares. 
The three stockholders of the $414 mil- 
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TEN RAILROAD STOCKS MOST 
WIDELY HELD BY FUNDS 
Number of Value of 
Inv. Co.’s Holdings 
Holding ($000) 
Southern Pacific 41 $51,042 
Southern Railway _. 39 58,944 
Chesapeake and Ohio. 39 51,483 
Atchison, Topeka and 
panta Fe 36 43,558 
Great Northern _____. 36 37,526 
Seaboard Airline __ 27 28,037 
Union Pacifie 26 35,309 
New York, Chicago 
and St. Louis ___.. 25 30,855 
Norfolk and Western 22 40,279 
Illinois Central 22 19,779 
Source: National Association of 
Investment Companies 











lion Wallau Corporation have exchanged 
their holdings for shares in One Wil- 
liam Street Fund and owners of the $234 
million Broad Brook Company have 
traded their assets for State Street In- 
vestment Corp. stock. In addition, 
Fundamental Investors has issued its 
shares to the twelve stockholders of the 
$2 million Uncasville Manufacturing Co. 
and Institutional Shares, Ltd. expects 
S.E.C. approval of the issuance of its 
Growth Shares for the assets of the 
$414 thousand C. S. B. Inc. In the issu- 
ance of all the mutual stock except that 
of State Street, exchange was made at re- 
spective net asset values with an adjust- 
ment made for any excess unrealized ap- 
preciation percentagewise in the port- 
folio holdings of the holding company. 
But since State Street shares are traded 
over the counter and for many years 
have sold at a premium over asset value, 
it was felt by its management that it 
would not be fair to existing holders to 
issue shares to Broad Brook without 
receiving some premium. Accordingly, 
after negotiation, a premium of 1% was 
agreed upon. 


A AA 
Credit Policy 


Interest rates in recent months have 
increased in response to unprecedented 
credit demands arising out of vigorous 
business expansion, heavy Treasury bor- 
rowings, and inflationary psychology. 
Many investors have been influenced by 
fear of inflation to shift funds from 
bonds and other fixed-value obligations 
into stocks, real estate and other so- 
called inflation hedges. Also, investors 
in fixed-value obligations have insisted 
upon higher yields in order to provide 
some protection against depreciation in 
the dollar. These basic factors—and not 
the policies of the Federal Reserve — 
have been responsible for the rise of 
interest rates. — ABA Resolution 
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- 1956 1957 1958 1959 - 1956 , 1957 1958 1959 1956 1957 1958 1959 
han. Aan. Aan Aan. ,™ ,™ ,™ , An. 
1959 1959 1958 Range for Period 
Nov. Oct. Nov. 1959 1951-58 
End of Month High-Low High-Low 1946-50 1941-45 1931-40 1919-1930 
1. U.S. Government Bond Yields 
8-Year Taxable Treas. _._.__. ace Oe 4.86 4.68 3.56 5.06-3.72 4.10-1.35  1.68-0.90 1.32-1.07 (a) (a) (a) 
6-Year Taxable Treas. —..___ % 4.72 4.70 3.60 5.03-3.87 4.12-1.75 1.87-1.06 1.70-1.24 (a) (a) (a) 
10-Year Taxable Treas. _—.._-___ % 4.47 4.46 3.62 4.84-3.86 4.01-1.95  2.10-1.38 2.10-1.49 (a) (a) (a) 
Bank 2%s, 9/15/7267 ________.. % 4.28 4.20 3.49 4.53-3.77 3.86-2.21 2.43-1.96 2.48-2.03 (a) (a) (a) 
Victory 214s, 12/15/72-67 __.----———-—- % 4.19 4.13 3.46 4.41-3.76 3.83-2.44  2.48-2.08 2.50-2.37 (a) (a) (a) 
314s, 1983-78 ___ % 4.08 3.99 3.62 4.20-3.83 3.84-2.59 (b) (b) (b) (b) 
3s, 1995 Y/, 3.87 3.86 3.50 4.01-3.65 3.68-2.94 
2. Corporate Bond Yields 
Aaa Rated Long Term —__ “ 4.54 4.56 4.07 4.58-4.09 4.15-2.65 2.91-2.45 2.88-2.59 5.75-2.70 6.88-4.42 
Aa Rated Long Term —— % 4.69 4,74 4.18 4.77-4.20 4.31-2.70  2.98-2.53 3.06-2.66 7.08-2.90 6.84-4.59 
A Rated icag Term —__.... % 4.86 4.85 4.41 4.91-4.39 4.51-2.87 3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa Rated Long Term ——_______.. Y/, 5.25 5.26 4.85 5.29-4.82 5.11-3.15 3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
3. Tax Exempt Bond Yields 
Aaa Rated Long Term _..__--_-_-_—_ J 3.38 3.49 3.14 3.65-3.06 3.45-1.28 1.98-0.90 1.84-0.93 2.81-1.56 (d) (d) 
Aa Rated Long Term —..._-._-- sv % 3.56 3.63 3.34 3.81-3.21 3.72-1.87  2.21-1.04 2.11-1.21 3.02-1.78 (d) (d) 
A Rated ioage Term — —__..__. & 3.88 3.91 3.68 4.03-3.53 3.98-1.72  2.64-1.28 2.49-1.49 3.29-2.11(d) (d) 
Baa Rated Long Term —_._...___.__ cy 4.29 4.31 4.10 4.46-3.92 4.51-1.98  3.05-1.57 2.94-1.80 3.71-2.60(d) (a) 
4. Preferred Stock Yields 
Industrials—High Dividend Series 
High Grade cy 4.75 4.75 4.49 4.80-4.36 4.68-3.80  4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
Medium Grade _.__._____. - % 5.14 5.13 5.05 5.14-4.78 5.60-4.45 56.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Industrials—Low Dividend Series 
High Grade > iOr 4.55 4.58 4.36 4.62-4.28 4.67-3.46 3.92-3.27(e) (e) (e) (e) 
Medium Grade _..._-_»_ES _~ 4.93 4.93 4.83 4.95-4.65 5.16-3.80  4.20-3.52(e) (e) (e) (e) 
Utilities—Low Dividend Series 
High Grade % 4.98 4.96 4.68 4.99-4.55 5.00-3.78 4.24-3.40 (e) (e) (e) (e) 
Medium Grade _._._.___- =». % 5.19 5.14 4.93 5.19-4.82 5.34-4.18 4.65-3.69 (e) (e) (e) (e) 
5. Common Stocks 
125 Industrials—Prices (g) ——_. $189.96 186.60 168.37 196.07-174.47 158.98-66.75 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81 (f) 
125 Industrials—Div. (g) ~.—-_--__- 6.01 5.85 5.63 6.01-5.68 5.94-4.138  4.44-1.76 1.94-1.52 2.05-0.72 2:53-2.16 (f) 
125 Industrials—Yields _.._.--_. % 3.16 3.14 3.34 3.28-2.96 6.79-3.63 7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19 (f) 
(a)—U. S. Govt. Bond Yields in this series date from Jan. 5, 1943. (e)—Low Dividend Preferred Yield Averages in this series date from 
(b)—U. S. Govt. Bond Yields in this series date from April 15, 1953. Jan. 2, 1946. 
(e)—U. S. Govt. Bond Yields in this series date from Feb. 15, 1955. (f)—125 Industrials Averages date from Jan. 1, 1929. 
(d)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. (g)—Dollars per share. 
*Revised 
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A current Taw GS of how Koppers is advertising 
to management: men.in industry 


Products and Ideas 
that can pay off for you 


Here are some reports about Koppers products that should 
interest you; and some ideas, too—other people’s ideas 
as well as ours—which have put Koppers products to good 
use. Maybe you can use some of these products and ideas 
to save money, improve a process, make a better package, 
increase sales or solve another industrial problem. 








No corrosion after 27 years underground, with Bitumastic® enamels 


At a pipe line relocation job near Truro, 
Iowa, you’re watching a crew from the 
Natural Gas Pipeline Company of Amer- 
ica uncover a section of line that has been 
in continuous service for 27 years. 

A section of the 24-inch pipe is brought 
up. A workman chips off the pipe coating 
and you take a close look at the steel. 
There’s no sign of corrosion. Twenty- 
seven years ago this pipe was coated with 
BITUMASTIC Enamel coating. And it’s 
still in such excellent condition that they 
plan to re-use it. 

Today, because of improved manufac- 
turing application and inspection tech- 
niques, you can expect modern coal-tar 
enamel to exceed the 27-year record of 
this older type coating. Only Koppers 
produces BITUMASTIC coatings—a com- 
plete line of coal-tar enamels to meet 
your protective coating needs. Want more 
information? Use the coupon. 


This is the seventh of a series of adver- 
tisements which illustrates how Koppers 
products cut costs, improve efficiency, and 
contribute to making a better product. If 
you would like copies of the complete 
series to date for your product information 
file, just write us. 


Wolmanized® lumber prevents decay in chip bins 


These huge 5-story bins in the new wood 
processing plant of Consolidated Water 
Power & Paper Company at Wisconsin 
Rapids, are used for storing wood chips. 
To prevent dry rot and the necessary 
maintenance headaches that go with it, 
Consolidated built these bins of lumber, 
pressure-treated with WoLMAN® salts, a 
product of Koppers Wood Preserving 
Division. Life expectancy of the bins? 40 
years! WOLMAN salts are forced deep into 
the wood cells under high pressure. They 


become fibre-fixed, resist leaching and 
make decay impossible. They’re safe from 
termites, too. 

The cost of the ‘““Wolmanized”’ lumber 
for the chip bins in this plant was only 30% 
over the cost of untreated wood, for a life 
extension of 300% to 500% beyond nor- 
mal. Do you have a problem where wood 
might serve best if it didn’t fail prema- 
turely? “‘Wolmanized’”’ pressure-treated 
lumber may well be the answer. Check the 
coupon for further information. 


SOMEONE, ory ey 




















Penacolite® bonded beams and arches 





save $18,000 in construction costs 


This is the Municipal Civic Center, San- 
ford, Florida. Inside or out, it’s a magni- 
ficent structure. Stroll leisurely through 
the domed auditorium and you can’t help 
but admire the natural beauty of the 
giant beams and massive wood arches. 
This is wood used imaginatively, ideally, 
and made possible through lamination. 

Then you learn that by designing this 
striking new civic center using, laminated 
wood, Architect John Burton IV saved 
the City of Sanford almost one dollar for 
each square foot of construction costs. 
In round figures—$18,000! 

The Rilco Laminated Wood Structural 





New latex for backing 
makes rugs last longer 


Ever wonder why coatings are used on the 
backs of carpets and rugs? To stop them 
from wrinkling and twisting out of shape, 
of course, but why else? Well, it makes 
them wear better. Loops hold tight under 
heavy foot traffic, don’t pull loose, and 
the rugs last longer. 

Until recently, rug backings—especially 
for synthetic fibers—had to be vulcanized. 
The process left the rugs with an odor, 
and limited the range of dyestuffs which 
could be used on them. 

But now, Koppers Plastics Division has 
come up with a new latex for non-vul- 
canized rug backing. Called DyLEx® K-42 
latex it’s easy to formulate, doesn’t need 
any precuring and gives a lot greater 
binding strength to tufted carpeting, both 
cut and loop pile. What’s more, DYLEx 
K-42 eliminates odor problems and ac- 
celerators. And, the range of dyestuffs you 
can use is just about endless. Back sizings 
containing DyLex K-42 age gracefully, 
too. Like to work a little carpet magic? 
Check the coupon. 


Members used in the new center are 
permanently bonded with PENACOLITE re- 
sorcinol adhesives, which form waterproof 
bonds comparable in strength to the wood 
they join. What’s more, they’re unaffected 
by extreme temperature changes, salts, oils 
or acids. Is laminated wood the beautiful 
but economical material you need? Then 
you'll want to know more about PENa- 
COLITE adhesives for bonding structural 
members. Just check the coupon. 


Five-ton couplings help 
roll jet-age steels 


These king-size couplings, two of the 
world’s largest, are integral parts of a new 
32-inch rolling mill at Latrobe Steel Com- 
pany, near Pittsburgh, Pa. The big mill 
was designed to roll both super-alloy steels 
for jet aircraft and missiles, and high-speed 
steels—the basic cutting material for 
modern metalworking. 

Koppers Metal Products Division de- 
signed and built these mammoth 10-foot- 
long FAST’S couplings, which connect 
the power source to the mill. Their unique 
design makes allowance for the large 
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— PUT THESE IDEAS TO USE NOW! —— 


To: Fred C. Foy, President 
Koppers Company, Inc., Room 1428A 
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amount of misalignment inherent in this 
type of application. These couplings will 
transmit torque continuously under all 
operating conditions. 

Koppers manufactures couplings for 
many applications ranging in shaft sizes 
from ¥Y4 inch to 36 inch. Could a FAST’S 
coupling be the answer to your power 
transmission problem? We’ll send you the 
full story if you'll check the coupon. 
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N THE ENTHUSIASM FOR GROWTH 
an the basic fact is frequently over- 
looked that “at some future point of 
time increased cash dividends paid out 
must justify present market prices.” This 
fact is obscured by expanding per share 
earnings and an implicit belief that the 
high price-earnings ratios will be main- 
tained (or even increased) as per share 
earnings rise. 

The celebrated booms and bubbles of 
history all collapsed when the awareness 
of reality caught up with optimistic ex- 
pectations. 

The tulip bulb bubble in Holland blew 
up when it became apparent that some- 
one would have to plant and cultivate 
the rare Turkish bulbs and that tulip 
cultivation with the fantastically priced 
seed bulbs could never pay-off commer- 
cially. The Mississippi Bubble was 
pricked by the time lag between acquir- 
ing natural resources in a “new world” 
and exploiting these resources by tedious 
and dangerous colonization. 

The Florida land boom of the early 
nineteen-twenties became a bust when 
the market for land contracts evapor- 
ated because no one could rent the prop- 
erties to pay off the inflated prices. 

The present holders of glamour stocks 
must either sell to other believers in 
glamour or obtain the benefits of their 
ownership in the form of increased divi- 
dends. Otherwise they will not obtain a 
proper realization on their investment. 

The shape of things to come with re- 
spect to the market’s valuation of fu- 
tures is an imponderable. Market price 
histories of highly rated growth stocks 
give scant support to the notion that 
high-price earnings ratios are constant. 

Amerada Petroleum, “the favorite” 
common stock of the mutual funds in the 
mid-’50s, sold at an average price/earn- 
ings ratio of about 7 in 1948; about 
38.5 in 1952; 25 in 1955; and is selling 
currently at about 22 times estimated 
earnings for 1959. 

General Electric at 90 is selling at 
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about 2814 times its estimated 1959 
earnings of $3.25 a share. In 1949 it sold 
at 8.6 times earnings. 

The pattern of earnings multiples that 
will prevail in the securities market de- 
fies any precision in analysis. We can, 
however, forecast future sales and earn- 
ings by making certain assumptions as 
to rates of growth and profit margins. 
We can also forecast future dividend 
payment by adding an assumption as to 
the trend of pay-out ratios. 

Simple arithmetic matches market 
prices and dividends to provide various 
dividend yields. 

Table 1 shows the “Favorite Fifty” 
common stocks of the 300 bank-ad- 
ministered common trust funds, (T&E 
Apr. 1959) and the percentage increase 
in the current dividend rate required to 


ce 


RISING TIDE OF INTEREST IN INCOME? 





provide a dividend yield of 5% for each 
stock at market prices as of Nov. 27, 
1959. Table also shows percentage de- 
cline from present market prices that 
would be necessary to place each stock 
on a 5% dividend yield basis if present 
dividend rates are unchanged. 

The tables on the next page show vari- 
ous groupings of data on the Favorite 
Fifty. 

The data presented will aid any indi- 
vidual to judge for himself whether the 
movement of each and everyone of the 
Favorite Fifty stocks to a 5% dividend 
vield basis will be accomplished by divi- 
dend increases, market price declines or 
a combination of both. 

The spectacular success of the $250 
million A.T.&T. debentures in drawing 
out funds of individual investors for a 





TABLE I: REQUIRED CHANGES IN CASH DIVIDEND OR MARKET PRICE OF 
“FAVORITE FIFTY” COMMON STOCKS TO INCREASE DIVIDEND YIELD TO 5% 


(Based on prices of Nov. 27, 1959 and estimated cash dividends over next 12 months.) 


% Div. Price 

Increase to 

for 5% Yield 

Yield 5% 
Standard Oil (N. J.) —....... 4.4 45 
General Electric _...... 125.0 40 
General Motors __........ 275 40 
ers 82.9 140 
American Tel. & Tel. ......... 16.7 66 
Union Carbide —_. pasa tCs, 176.5 92 
Texas (Now Texaco) _. : 23.1 52 
Socony Mobil Oil — 25 40 
National Dairy Products _.. 22.5 40 
Sears Roebuck —_ 88.5 26 
Phillips Petroleum 29.4 34 
American Cyanamid _____. 87.5 32 
55 A, Penney 40.0 85 
Avaerican Can 2.5 40 
General Foods __..... : 92.3 52 
U. S. Steel eee 63.3 60 
First Natl. City Bk., N.Y. 35.0 60 
Kennecott Copper —__. — 23.3 120 
Standard Oil (Cal.) _.. 15.0 40 
National Lead —.. ....___ 16.2 65 
Commonwealth Edison _.. 45.0 40 
Standard Oil (Ind.) — 40 
American Electric Power _. 30.6 36 
Westinghouse Electric 110.0 48 
Johns Manville 25.0 40 
International Paper 121-7 60 


% Div. Price 

Increase to 

for 5% Yield 

Yield 5% 
Continental Can __._.. 27.8 36 
Suir Oe 76.7 60 
Eastman Kodak  __.............. 218.5 36 
U; iS. Gypsum 2. 97.9 48 
Allied Chemical _._. 56.9 iz 


eee | 
Morgan Guar. Tr. (N. Y.)~— 35.0 80 


Owens-Illinois Glass _..... 100.0 50 
Philadelphia Electric _ 13.8 45 
Continental Oi] 68.8 32 
Corn Products Refining __ 30.0 40 
International Harvester __ 23 48 
Pacific Gas & Electric ___. 19.2 52 
Cit. financial 5.8 52 
Dow Chemical _.....____. 2a57 28 
Southern California Edison. 15.4 52 
Wnmed) Gas. <2... iis 30 
Virginia Electric & Power _ 68.2 22 
Bethlehem Steel —. 12.5 48 
International Business Mach. 791.7 48 
American Home Products... _ 110.0 80 
Continental Insurance 220 40 
Union Pathe —...._____. 29.2 24 
Tezas Uniities .._. 74.5 38 
Chase Manhattan Bank* __ 33.3 48 
Crown Zellerbach* _.__. 50.0 36 


*Tie for 50th place produces 51 companies. 
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CURRENT DIVIDEND YIELD OF 
“FAVORITE 50” STocKs”* 

First 25 Second 26 51 
5.00% and over 
4.50-4.99% 
4.00-4.49 
3.50-3.99 
3.00-3.49 
2.50-2.99 
2.00-2.49 
1.50-1.99 
1.00-1.49 
0.50- .99 
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PERCENTAGE OF CASH DIVIDEND INCREASE 
TO YIELD 5% 
First 25 Second 26 51 


100.0% and over 3 6 9 
75.0-99.9% 4 3 7 
50.0-74.9 2 4 6 
25.0-49.9 Z 5 12 
10.0-24.9 4 6 10 

0.0- 9.9 3 2 5 

Decrease _ 2 2 





PERCENTAGE PRICE DECREASE TO YIELD 5% 
First 25 Second 26 51 


50.0 and over 2 6 8 
40.0% to 49.9% 4 5 9 
30.0 to 39.9 5 2 7 
20.0 to 29.9 6 5 11 
10.0 to19.9 3 6 9 
0.0 to 9.9 3 2 5 
Increase Z a 
25 26 51 


*51 stocks because of tie for 50th place. 








shaded 514% yield, followed by the suc- 
cess of the short term government financ- 
ing on a 5% basis, lends some support 
to a notion that a 5°4% yield from 
highest grade bonds (Standard and 
Poors rates Telephone debentures Al -+ ) 
has a widening appeal. 

If the 5% criterion is too low to at- 
tract the funds of individuals, the pres- 
ent yields of the Favorite Fifty stocks 
are even further away from the require- 
ments of the investor who desires to ac- 
cept a good current yield as a substitute 
for the uncertainties of higher market 
prices. 

A AA 

e The preliminary McGraw-Hill survey 
reports an estimated rise of about 10% 
in industry spending for new plant and 
equipment in 1960. This figure, however, 
has in the past tended to lag behind 
actual outlays in a period of business ex- 
pansion, which the coming year is ex- 
pected to be. 


e The uncertain tax status of investment 
clubs is in process of being clarified, 
according to the National Association 
of Investment Clubs. Most clubs operate 
as partnerships with members partici- 
pating in decisions but some elect off- 
cers with authority, which resembles a 
corporate set-up that might subject in- 
come to double taxation. 
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More Labor Discord in 1960? 


The coming year gives indication of 
being an active one in labor-manage- 
ment negotiations. Not only will it see 
a final settlement in steel but 800,000 
railroad workers will await the outcome 
of growing antagonism on the part of 
the roads’ owners against costly feather- 
bedding practices. Through a reopening 
clause, some 200,000 miners will also 
be seeking higher wages, increased 
fringe benefits, or both. Not to be over- 
looked, either, will be new demands by 
organized workers in aircraft, shipbuild- 


ing, electrical products, telegraph and 
.extiles. 

The recent three year contract between 
American Can, Continental Can and the 
Steelworkers Union may be a forerun- 
ner of coming settlements, the total rise 
over the period, including upped insur- 
ance and pension benefits, being calcu- 
lated at 28 and 30 cents per hour by the 
companies and the union, respectively. 
In addition, cost-of-living increases up 
to three cents per hour are included in 
the second and third years. 
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ON THE ENERGY FRONT ... 





the nuclear rose. This was the 
strongest impression gained from the 
sixth annual meeting of the Atomic In- 
dustrial Forum last month in Washing- 
ton. Voicing opinions shared by many 
in the equipment manufacturing and 
fuel-processing end of the business, 
Chauncey Starr, general manager of 
Atomics International Division of North 
American Aviation, charged that profit 
motivation in atomic development has 
been neglected “as if it were immoral or 
unclean to be interested in profit.” 

Starr also asserted that industry is 
faced with too much competition from 
government atomic laboratories, that 
government is spending too little on the 
civilian reactor program, and that pres- 
ently-abundant supplies of coal and oil 
and lack of competition from the Rus- 
sians and the British (both have cut 
back their nuclear power programs) 
have dulled the sense of urgency. Starr 
said that while government is spending 
about $130 million in the current fiscal 
year on the civilian reactor program, 
spending on the military program is 
“many factors greater.” Starr told the 
delegates: “It is becoming more difficult 
to remain optimistic, and the trend of 
many organizations to turn to other 
fields is evident.” 

Paul Green, Dean of Commerce and 
Business Administration at the Univers- 
ity of Illinois, disclosed that the indus- 
try is complaining of not getting a nor- 
mal profit under cost-plus-fixed-fee con- 
tracts with the AEC. He said that profits 
come nowhere near the legal limit ex- 
cept on small contracts, dropping to 
only a few per cent as the size of the 
contract increases. 

Other speakers voiced complaints 
about “burdensome” government control 
and licensing procedures for private 
atomic activities and about government 
rules on patents. “It is not axiomatic 
and industry provides no example that 
government should receive patent rights 


mg OF THE BLOOM IS FADING ON 
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because it pays for research and develop- 
ment,” said Harold S. Silver, attorney 
for Allis-Chalmers Manufacturing Co. 
He urged that “Use of normal patent 
rights in government contractor-devel- 
oped inventions would not be detrimen- 
tal to government and would provide 
gain to the people” through providing 
increased incentive. A similar position 
was taken by President Lee L. Daven- 
port of Sylvania-Corning Nuclear Corp., 
producer of nuclear fuels. 

A plea for a change in government 
policy was also made by Wayne C. 
Hazen, representing Kerr-McGee Oil In- 
dustries, Inc. Pointing out that ten years 
ago known uranium reserves of the Col- 
orado Plateau were approximately one 
million tons of ore whereas today the 
figure is well over 80 million tons, he 
asserted: “The astounding growth of 
U. S. ore reserves can be attributed in 
large measure to the ability of private 
enterprise to really come through when 
there is adequate incentive and a well 
conceived and administered program.” 
However, he added, “it appears that 
some alterations in regulations and gov- 
ernment policy, particularly with regard 
to enriched uranium, would stimulate 
ore treating plants to develop processing 
methods for preparation of nuclear fuels 
and lead to lower fuel costs.” 

In a development related to the great 
expansion of uranium production, the 
U. S. announced last month that it will 
not exercise options to purchase addi- 
tional uranium concentrates from Can- 
ada after March 31, 1962. By agreement 
with the Canadian government, delive- 
ries under present contracts may be 
stretched out through December 31, 
1966, with partial advance payment. 
“The effect of these arrangements,” ac- 
cording to Gordon Churchill, Canada’s 
Minister of Trade and Commerce,” 
should be to prolong the profitable life 
of the industry as a whole . . . (and) 
should enhance the position of uranium 
producers during a period which might 


otherwise have been one of severe dis- 
ruption.” 

Nevertheless, the move is an economic 
blow to Canada, since in 1958 uranium 
was Canada’s second most important ex- 
port to the U. S. Present contracts (to 
be honored but partially stretched out) 
total about $1 billion. One expected re- 
sult is a rash of consolidations, company 
mergers and contract sales in Canada 
to eliminate smaller and more costly 
mines. . 

Government spokesmen noted _ that 
some practices criticized at the Forum 
meeting are currently under study. With 
regard to government-owned, contractor- 
operated facilities, William F. Finan of 
the Budget Bureau said that “some facts 
or considerations” may emerge “which 
would suggest some modification of the 
policy.” 


The Brighter Side 


Lest it be thought the tone of this 
meeting of the Atomic Industrial Forum 
was entirely negative, we hasten to add 
there were reports on the brighter side. 

Optimism was in evidence concerning 
nuclear power plants. After the first five 
years of operation of the U. S. nuclear 
power program, it now seems clear that 
major reductions in cost of atomic elec- 
tricity will be possible with changes in 
the fuel cycle, and capital cost can be 
reduced through certain modifications 
and simplification of components. 

Other factors expected to have a 
favorable effect on nuclear power eco- 
nomics are: (1) shorter construction 
times, lower engineering and component 
costs which will undoubtedly come about 
as the industry reaches maturity, (2) 
probable reductions in operating, main- 
tenance and insurance costs, (3) proo- 
able increases in reactor capacities he- 
yond design levels, which experience 
has shown generally occur. The AMC 
has also hinted at the possibility of 
eventual reduction in the price of uren- 
ium 235. 
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System chart shows magnetohydrodynamic 
commercial power generation cycle. Chem- 
ical furnace or nuclear reactor (lower left) 
heats and ionizes working gas, which then 
flows through a magnetic field in the MHD 
generator. Direct current is tapped off the 
ionized gas by means of electrodes in the 
generator. Gas is then cooled in generator 
and heat sink, compressed and then pre- 
heated in regenerator prior to re-entering 
furnace for heating and ionization. Feasibil- 
ity of this method of power generation on 
a commercial scale will be studied under a 
joint research program now being under- 
taken by Avco Corporation and ten leading 
power companies. 





The Commission has completed the 
first phase of an evaluation of the U.S 
nuclear power effort, looking toward 
what is known as the “Ten Year Pro- 
gram.” In this first phase, AEC has pre- 
pared estimates of the cost of power 
from “potential” 300 electrical megawat' 
plants of nine different types. As given 
by Frank K. Pittman, Director of AEC’s 
Division of Reactor Development, they 
are: 


1. Pressurized water systems 
“The most technologically advanced” — 
used in naval vessels, Shippingport, 
power plant, N. S. Savannah, Yankee 
Atomic Electric Co. plant, Saxton ex- 
perimental reactor (General Public Util- 
ities), etc. Westinghouse is experienced 
in this type. 

Total cost of power from a potential 


plant is 7.81 mills per KWH by 1965. 
About $20 million of research and de- 
velopment will be required. 


A pressurized water reactor can be 
built with today’s technology to produce 
power at 9.28 mills per kilowatt-hour, 
“lower than any other type of reactor.” 


2. Boiling water systems 

“Only slightly less technologically ad- 
vanced than the pressurized water sys- 
tem.” Experience has been gained with 
the Vallecitos Reactor (Pacific Gas & 
Electric Company) and through design 
and construction of the Dresden Station 
(Commonwealth Edison), the Pathfind- 
er project (Northern States) and other 
units. (General Electric is responsible 
for the Vallecitos and Dresden reactors; 


Allis-Chalmers for Pathfinder. ) 


Total cost of power from a “potential 
plant” is 7.48 mills per KWH. About 
320 million for development will be re- 
quired, plus $25 million for a prototype. 
Construction could start in 1965. 


. Nuclear superheat 
Utilizing superheated steam, “we feel 
hat this concept offers a fair potential 
for reducing cost of power from water 
reactors — either pressurized or boiling 
systems.” 

Total cost of power from a “potential 
plant,” 6.75 mills per KWH. A $4 mil- 
lion development program, plus a proto- 
type reactor costing $20 million will be 
required. The “potential” plant could be 
under construction in 1965. 


4. Organic cooled and moderated 
systems 
Less is known about this type, but it is 
believed by AEC that a “potential” 300 
megawatt plant might produce power at 
7.10 mills per KWH. 
Between now and 1965, about $40 
million would be needed for research 
and development, plus $30 million for 
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construction and initial operation of a 
75 megawatt prototype reactor. 


5. Sodium graphite system 

Experience has indicated that this is 
“technically feasible.” Development of 
new fuel materials is required. 

Cost of power from “potential plant,” 
7.78 mills per kilowatt-hour. Develop- 
ment program of $82 million required 
between now and 1967, plus $50 million 
for construction of a 75 megawatt proto- 
type. Construction of “potential” 300 
megawatt plant might be started by 1965 
or early 1966. 


6. Gas cooled reactor systems 

‘as cooled technology in this country 
is not in a highly advanced position, 
s.nce it is only quite recently that work 
in this field has become an important 
factor in our overall program” (as 
contrasted with British experience.) 

“Based on all potential gains” (in- 
cluding use of enriched uranium), “esti- 
mated cost of power from the 300 elec- 
trical megawatt ‘potential plant’ would 
be 7.67 mills per kilowatt-hour.” 

A development program costing $100 
million between now and 1968 is indica- 
‘ed. in addition to the $14.5 for research 
and development in the Philadelphia 
Electric prototype, plus $30 million for 
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the experimental prototype under con- 
struction at Oak Ridge. Construction of 
the 300 megawatt “potential plant” 
could be initiated by 1966. 


7. Heavy water moderated natural 
uranium system 

“The practical technology . . . is not far 

advanced in this country,” but the Ca- 

nadians have assembled much informa- 

tion. 


Cost of power from a “potential 
plant” is estimated at 9.03 mills per kilo- 
watt-hour. In addition to the program 
associated with the reactor project of 
the Carolinas Virginia Nuclear Power 
Associates, it will be necessary to under- 
take an $80 million research and devel- 
opment program between now and 1967, 
plus a construction program in the 
neighborhood of $175 million, with con- 
struction of the “potential plant” to be- 


gin in 1967 or 1968. 


8. Fast reactor systems 

One experimental fast breeder reactor 
has been operated, and design and de- 
velopment have been carried forward on 
a second one and on the Enrico Fermi 
Plant (to be operated by The Detroit 
Edison Co.) 

Cost of power from a 300 megawatt 
“potential plant” is estimated at 7.47 
mills per kilowatt-hour. In addition to 
the Fermi plant, approximately $160 
million will have to be spent between 
now and 1968 on development, and a 
prototype plant will have to be built at 
an estimated cost of $55 million. Con- 
struction of the “potential plant” could 
be started in 1968 or 1969. 


9. Thermal breeder — aqueous 
homogeneous systems 

“Technical feasibility . . . has not yet 
been demonstrated.” Cost of power from 
a 300 megawatt “potential plant” is esti- 
mated at 11.33 mills per kilowatt-hour. 
Research and development between now 
and 1970 will cost about $75 million. 
plus approximately $100 million for 
three experimental-prototype plants. The 
“potential plant” could go into design 
and construction by 1970 or 1971. 


European Developments 


On October 25 the Congressional 
Joint Committee on Atomic Energy or- 
dered a reappraisal of the U. S. program 
of encouraging development of nuclear 
power in Europe. Robert M. McKinney, 
New Mexico publisher named to head 
the study, in recent months has urged a 
reorientation of U. S. cooperation with 
EURATOM away from construction of 
nuclear power plants to emphasis on re- 
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search and development. His reason: the 
large current stockpiles of conventional 
energy sources in Western Europe. 

Etienne Hirsch, president of EURATOM, 
told the Forum that the objectives of his 
organization in 1958 were (1) political 
— to strengthen the unity of Europe in 
cooperation with the U. S., and (2) eco- 
nomic — to complement U. S. programs 
and to bring in nuclear power rapidly 
in Europe. As he noted, the first objec- 
tive is at least as valid today. Thinking 
about the second objective has changed 
and European utility organizations have 
lost some of their enthusiasm because 
“energy consumption has fallen off, the 
Suez situation was resolved, great new 
gas and oil deposits were found in the 
Sahara, Libya and Canada, new gas re- 
sources were found in France and Italy. 
construction of new tankers proceeded. 
productivity rose in U. S. coal mines 
and Atlantic freight rates dropped sharp- 
ly. Meanwhile, capital costs for nuclear 
power plants rose.” 


Nevertheless, EURATOM still believes 
that in 20 years Europe will be produc- 
ing as much electricity from the atom 
alone as today’s total production. 


Surface Ships and Space Ships 


Optimistic reports were made on nu- 
clear merchant ship propulsion. Two 
AEC specialists on maritime reactors 
Richard P. Godwin and E. Kemper 
Sullivan — said that “nuclear powered 
commercial ships of selected application 
should prove to be economic by the late 
1960’s.” The tanker is the merchant ship 
best adapted to nuclear propulsion. 


General Atomic Division of Genera! 
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Dynamics Corporation described a he- 
lium gas-cooled maritime reactor which 
is capable of operating at 1,500 degrees 
Fahrenheit, higher than any other, with 
efficiencies of more than 40% reported. 

For conquest of space, nuclear energy 
is the only answer, according to Col. 
Jack Armstrong, head of the AEC’s 


missile reactor program. 


Progress Toward Fusion Reported 


Dr. John H. Williams, physicist com- 
missioner of the AEC, recently presented 
a progress report on the fusion or therm- 
onuclear process, to the effect that “in 
view of results achieved during the past 
year or so, we have strengthened our 
position substantially and shall possibly 
arrive at this first objective (igniting a 
controlled thermonuclear reaction on a 
laboratory scale) within the next two 
to five years.” 

According to Dr. Williams, a conserv- 
ative estimate is that there will be 5.0 
x 10° persons on earth by 2060 A.D. 
With increasing energy use, he con- 
cludes that fossil fuel reserves would be 
exhausted before 2100 A.D. While the 
supply of uranium 235 is definitely lim- 
ited, more fissionable materials can be 
created in breeder reactors. Why, then, 
the interest in fusion? Dr. Williams 
gives three answers — 

First, the raw materials will become 
increasingly difficult and expensive to 
obtain as the richest sources are ex- 
hausted. On the other hand, fusion 
would draw on extremely abundant re- 
sources. Deuterium — heavy hydrogen 
— is found in ordinary water in a ratio 
of about one part in five thousand of 
hydrogen. “If one could extract all the 
deuterium from a gallon of water and 
build a machine to extract all of the 
energy locked in the deuterium atoms, 
it would be possible to obtain approxi- 
mately 10,000 KWH from a single gal- 
lon... a barrel of crude oil produces 
about 5,800,000 BTU, which is the en- 
ergy content of only 2/100 gram of 
deuterium; the fuel cost of the fusion 
process would be about 0.1 cent per 10° 
BTU.. 

Second, the fusion process poses little 
problem of waste disposal. 

“Thirdly, a thermonuclear reaction is 
inherently a safe reaction, in that it will 
die off very rapidly if conditions of 
temperature and confinement are not 
very precisely maintained.” 


Two New Mechanical Developments 


Ten electric utility companies have 
joined with Avco Corporation in a re- 
search project to perfect a new type of 
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power generator. The so-called magne- 
tohydrodynamic (MHD) generator sub- 
stitutes a super-heated, ionized gas for 
the conventional armature. The an- 
nouncement November 19 claimed that 
“preliminary investigations” . indicate 
the new generator “can be” 25% more 
efficient than existing systems and would 
eliminate a number of costly items, in- 
cluding part of the boiler, steam piping, 
steam turbine, steam condenser, boiler 
feed pumps and other assorted equip- 
ment, 


On November 23, Curtiss-Wright Cor- 
poration showed to the press a radically- 
new internal combustion engine with 
only two moving parts. It is reported to 
have fuel consumption of less than 0.45 
pounds of gasoline for each horsepower- 
hour, which is superior to anything but 
a Diesel. Smaller and lighter in weight 
than a comparable reciprocating-type 
engine, the new powerplant is described 
as a “rotating combustion engine.” Curt- 
iss-Wright, which developed the engine 
jointly with NSU Werke of West Ger- 
many, said that because of its simplicity 
the engine would be cheap to build. C-W 
will have in production next year models 
ranging from 100 to 700 HP for auto- 


mobiles, planes, boats and industrial 
uses. 
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High Production with Limited 
Inflation Possible in ’60s 


Unless resumption of the steel strike 
upsets the economy, the outlook is for a 
1960 breakthrough of the FRB Index of 
Production into the 160 range, compared 
with the June 1959 high of 155, accord- 
ing to Dr. John W. Harriman, economist 
for Tri-Continental Corporation. These 
highs will be made in most lines, includ- 
ing steel, subject to the initial proviso, 
with the exception of residential con- 
struction, although construction activity 
overall will probably match that of 1959. 

Dr. Harriman likewise suggested that 
the threat of inflation still persists, al- 
though not to the same degree as in re- 
cent years. Monetary forces, he said, 
have shifted toward restraint and ability 
of labor and industry to hold and raise 
prices has become less influential due 
to ample capacity and increasing rates of 
productivity. He also cited greater for- 
eign competition and a growing dislike 
of inflation on the part of the public and 
the Administration as bars to “gallop- 
ing” inflation and as reasons for believ- 
ing it can be contained within narrow 
limits during the ’60s. 





Why Delaware? 


Delaware’s unique tax and 
trust laws facilitate the accu- 
mulation, management and 
conservation of property by 
corporations and non-resident 
individuals. 


They are but one reason why 
Wilmington Trust Company, 
as trustee, handles invest- 
ments for corporations, asso- 
ciations and individuals in 
virtually all states and many 
foreign countries. 

Other reasons, of course, are 
Wilmington Trust experi- 
ence; Wilmington Trust facil- 
ities. They unite in making 
ours one of the largest Trust 
Departments in the Nation. 
These benefits are available 
to you—and your clients. We 
welcome your inquiries. 


WILMINGTON 
Trust Company 


Wilmington, Delaware 
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New York's largest laenoie hotel. 2500 
rooms, all with bath and free radio—tele- 
vision in many. Meditation Chapel open 
to all faiths. Direct entrance to Pennsyl- 
vania Station. Facilities from 100 to 1200 
for Banquets, meetings, etc. Three airs 
conditioned restaurants. 
LAMP os | Bin 
DEN THREAD 
from $7 pence Suites from $23 


JOSEPH MASSAGLIA JR., Presidest 
CHARLES W. COLE, Gen. Mgr. 


Other MASSAGLIA HOTELS === 

¢ SANTA MONICA, CALIF. Hotel Miramar 

« SAN JOSE, CALIF. Hotel Sainte Claire 

* LONG BEACH, CALIF. Hotel Wilton 

« GALLUP, N.M. Hotel El Rancho 

* ALBUQUERQUE, Hotel Franciscan 

* DENVER, COLO. Hotel Park Lane 

* WASHINGTON, D.C. Hotel Raleigh 

* HARTFORD, CONN. Hotel Bond 

¢ PITTSBURGH, PA. Hotel Sherwyn 

« CINCINNATI, O. Hotel Sinton 

* NEW YORK CITY Hotel New Yorker 

* HONOLULU Hotel Waikiki Biltmore 
CHICAGO MIDWEST HEADQUARTERS 

BOOKING OFFICE 200 E. Walton DE 7-6344 

BOSTON OFFICE 80 BOYLSTON ST. HU 2-0960 

World-famed hotels ————- 

Teletype service—Family Plan 
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EUROPE’S CHALLENGE TO AMERICAN ECONOMY 


INVESTMENT RESEARCH REPORT OF ST. LOUIS UNION TRUST COMPANY 


s 


OOD INVESTMENT MANAGEMENT IS 
G the key to providing better trust 
service. It has been our practice for 
many years to have our senior invest- 
ment officers call periodically on corpo- 
rations in which our trusts have sub- 
stantial holdings to discuss with top 
management the situation of their com- 
panies. 

Recognizing that what happens abroad 
is having an ever-increasing impact upon 
American industry we have begun a 
program of sending our investment ex- 
ecutives abroad to make a firsthand 
study of conditions there. Roland C. 
Behrens, Senior Vice President, and 
Eugene F. Williams, Jr., Secretary, re- 
cently returned from a month’s trip to 
Europe. This report reflects the views of 
the people they saw. 

Resurgence of the European economy, 
development of the Common Market 
and the Outer Seven proposal present a 
challenge to our economic thinking and 
invite a review of our investment poli- 
cies. 

We did not undertake a study of the 
European companies with the thought 
of purchasing foreign securities, for sev- 
eral reasons: 

Legal: in the absence of expressed 
language in the instrument, a trustee in 
Missouri must confine investments to 
securities within our own Country. This 


rule “was adopted by the Missouri 


Supreme Court many years ago under 
circumstances which may warrant re- 
consideration. 

Inadequate Information: reports of 
European companies, with few excep- 
tions, are inadequate to appraise intelli- 
gently their securities. In discussions 
with financiers (in London, Amsterdam, 
Brussels, Paris, Milan, Frankfurt, Dues- 
seldorf, Berlin, Zurich and Edinburgh) 
mention was always made of the rate of 
return without any reference to market- 
earnings ratio. Reported operating 
figures, with few exceptions, mean little 
and hardly lend themselves to market- 
earnings interpretation. 

Marketability: European shares, for 
the most part, are widely held, no in- 
dividual or group owning more than 
1 or 2%, However, the supply of shares 
for trading purposes is usually very 
limited and efforts of Americans and 
others to acquire such stocks has re- 
sulted in sharp variation in _ prices. 
European bankers almost unanimously 
described their markets also as being 
too high. We are not of a mind, for the 
present, to recommend purchase of for- 
eign securities in conservative accounts. 

The principal purpose of our survey 
was to study the philosophy and _ back- 
ground of the Common Market, its ob- 
jectives and progress and to appraise its 
impact upon the American economy. We 
regard it as the most significant eco- 
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nomic development since the end of 
World War II. 

The Common Market (Belgium, 
Netherlands, Luxemburg, West Germany, 
France and Italy) is a compact, con- 
tiguous group. The Outer Seven pre- 
sents a geographical contrast—the three 
Scandinavian Countries, Austria, Switz- 
erland, Portugal and the United King- 
dom. 

The Common Market conception is 
basically political and looks toward a 
United States of Europe while the Outer 
Seven is entirely economic. This ex- 
plains Switzerland’s willingness to as- 
sociate herself with the Outer Seven 
which is dedicated to a free trade con- 
cept. The Marshall Plan, which brought 
17 countries together in the economic 
reconstruction of Europe, demonstrated 
the feasibility of political co-operation 
as well. 

Gross National Product of the Com- 
mon Market is estimated at about $200 
million compared with $475 million for 
the United States. However, Common 
Market production has been growing at 
an annual rate about double the United 
States’ rate. Also, Common Market 
countries are now the world’s largest im- 
porters of raw materials. 


American Companies and the 
Common Market 


The Common Market, even without 
close co-operation with the Outer Seven, 
presents a challenge to American in- 
dustry. Our wage and price spiral not 
only lessens our ability to sell abroad 
but, in an increasing measure, invites 
a larger inflow of foreign goods. This 
merchandise is manufactured in new 
plants, equipped with the latest machin- 
ery and equipment, operated by skilled 
workmen whose production reflects a 
better understanding between labor and 
management than is true here. Strikes. 
particularly in Germany, are virtually 
unknown. 

Conceivably an increase in actual or 
integrated production abroad, by Am- 
erican companies, will be necessary to 
meet local pressure and increasing sales 
competition in Europe. It would seein 
inadvisable for an American compan\. 
presently not manufacturing in Euro} 
to embark quickly on the construction 
of a plant. Association or affiliation wi:h 
an established foreign business wou d 
seem more in order through a joint ve:- 
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Pier and the ‘Steen’ at Antwerp harbor in Belgium. Two of the Big 3 U. S. auto 

makers will start assembling their new compact cars — the Falcon and Corvair — here 

next year. The third will do the same with the Valiant at a new plant in Rotterdam. 

Last year U. S. corporations spent nearly four billion on foreign facilities, mainly in 
Common Market and the new Free Trade Area countries. 

















ture or licensing arrangement. European 
countries will prove to be more fertile 
fields for American companies offering 
new products and know-how rather than 
the manufacture of merchandise in di- 
rect competition with well-established 
local products. 

American industry in the early years 
of the Common Market can expect in- 
creased competition in that area and a 
greater supply of foreign manufactured 
goods coming into the United States. 

In the long run, higher living stand- 
ards, already evident, together with new 
or enlarged markets in undeveloped 
areas—Greece, Turkey, Africa and India 
—financial development of which will 
not fall entirely on us—have favorable 
implications for American industry. 

The Europeans with whom we talked 
would regard it as unfortunate and a 
step backwards if we increase our tariffs 
or impose import quotas, harmful both 
to us and to them. The tide of the free 
world economies is flowing the other 
way. They fear an increase in our tariffs 
might divide the free world into three 
separate economic blocks. 

We live in a competitive world and, 
f we are to meet this competition, we 
nust control our wage-cost-price spiral, 
valance our budget and do some of our 
manufacturing abroad in joint ventures 
vith Europeans. Greater manufacturing 
ficiency and new product development 
ire of the utmost importance if we are to 
neet competition which can be expected 
rom a rebuilt Europe. We cannot, as 
we once did, offset our high wages by a 
nargin of superiority in plant, equip- 
nent and manufacturing methods. 


DECEMBER 1959 


Development of the Common Market 
and free trade area should result in a 
large increase in world trade which will 
benefit all nations. But the question re- 
mains whether our gains from an in- 
crease in world trade will balance our 
losses from stiffer European competition. 

The great improvement in the finan- 
cial and economic condition of Western 
Europe will enable European nations to 
reduce trade barriers against the out- 
side world and enable them to partici- 
pate more fully in financing economic 
development in the undeveloped coun- 
tries. Such development promises a still 
further expansion in world markets. 


Texas Trust Conference 


The largest trust conference in the 
history of the state was held at Fort 
Worth on November 20-21 by the Trust 
Section of the Texas Bankers Associa- 
tion. 

Three business sessions featured the 
following subjects and speakers: Joint 
Tenancy Ownership in Texas—Fact or 
Fantasy presented by William T. Deffe- 
bach, El Paso attorney; Relations be- 
tween Attorneys and Corporate Fiduci- 
aries by Paul Carrington, president, 
State Bar of Texas; Pension and Profit 
Sharing Plans by C. R. F. Wickenden, 
president, C. R. F. Wickenden & As- 
sociates, New York; The Outlook for 
Investments by R. Wallace Bowman, vice 
president, Studley Shupert & Co.; and 
By Grace of the Lord High Commis- 
sioner, title of a talk by the Hon. John 
R. Brown of Houston who is U. S. Cir- 
cuit Judge of the Fifth Circuit. The con- 
ference was also greeted by W. A. 
Pounds, president, Tyler Bank & Trust 
Co., who is president of the Texas 
Bankers Association, and by Charles W. 
Hamilton, president, A.B.A. Trust Divi- 
sion. Many remarked that this 38th an- 
nual meeting was the best ever held. 

Austin was chosen as the 1960 meet- 
ing place. Newly elected officers are: 
Chmn.—Joseph F. Nelan, vice president 
and trust officer, El Paso National Bank, 
who succeeds Ross P. Bennett, execu- 
tive vice president, Houston Bank & 
Trust Co.; Member Administrative 
Comm.—Raymond R. Todd, vice presi- 
dent and trust officer, Capital National 


Bank, Austin. 
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DUAL FUNDS 
(Continued from page 1208) 


trusts has grown. On the other hand, 
there would probably be an increase in 
costs if “non-standard” trusts had to be 
handled individually. . . . 

e “The increased amount of paper work 
from running two funds is a very small 
factor, particularly in comparison with 
the amount saved in using either type 
of fund approach. We use the same plan 
for each, put both annual reports in one 
booklet, cover both funds in the same 
committee meeting minutes and use the 
same forms... . 


Answering Objections 


e “We do not share the view of some 
that fluctuations of common. stocks 
should be hidden in the stock portion of 
a balanced fund. The performance of 
the fund is significant only in the in- 
vestment experience of each individual 
trust. In fact, the availability of a bond 
fund investment uninfluenced by a de- 
cline in stock prices will at times be im- 
portant when unexpected withdrawals 
may be required from an_ individual 
trust during a depression. . . . 

e “A drop in the stock market produces 
a greater drop in the unit of an equity 
fund than of a balanced fund, but the 
equity fund also reflects increases to a 
greater degree. Our clients realize that 
stocks fluctuate in value. We have ex- 
perienced almost no reaction from our 
clients as the result of drops in the mar- 
er 

e “Over the last few years the fixed in- 
come fund has failed to be a “protec- 


tive” fund because of the large increase 
in interest rates which has led to a price 
decline. Since income is a prime ob- 
jective, purchases have had to be made 
in long-term bonds and preferred 
stocks. ... 

e “In a balanced fund it takes the sale 
of a tremendous amount of seniors to 
provide losses that can be offset by the 
sale of just one common stock, so the 
theoretical flexibility is not as great as 
it would seem. It is likely that practically 
all funds across the country are in the 
“locked-in” position of having ex- 
hausted loss potentials because of big 
gains in equities. 

e “The only “disadvantage” of a com- 
mon stock fund is the complaint of some 
customers on trust terminations, when, 
because of forced liquidation of units, 
they learn of their capital gains tax 
liability. In the case of direct purchase 
of stocks for their trust, the certificates 
could be transferred to them, and there 
would be no tax unless and until they 
sold them. . . . Bond funds afford the 
trustee his most economical operation. 
Large scale buying permits participation 
in direct placement financing at some- 
what higher yields and a_ maturity 
schedule for annual roll-over benefits 
can be established. But a substantial 
change in interest rates will slow up the 
operations of a bond fund. There is a 
point at which the fund must be ignored 
for new admissions except for invest- 
ment of small, odd sums. Very little 
can be done to raise the yield on a bond 
fund of substantial size... . 

e “A disadvantage of a long-term bond 
fund is the increasing difficulty of justi- 





Missouri. 


from other states to Missouri. 





First Choice for Trust Service 
in Missouri 
The St. Louis Union Trust Company engages only in the trust busi- 
ness. It does no banking business. It accepts no deposits subject to 


check. It is the largest stockholder of the First National Bank in 
St. Louis, with which it is affiliated. It is the oldest trust company in 


We suggest consideration of our Company for ancilliary service in 
Missouri or where recommendations are to be made to people moving 


“Trust Service Exclusively” 


St. Louis Union Trust Company 
ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 
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fying participations when there is 
sharp rise in interest rates. Remainder 
men may be favored at the expense of 
the income-takers. Unfortunately the re- 
duced level of net additions to the fund 
then makes it still more difficult to in- 
crease current income per unit. Much 
less serious is the difficulty of explain- 
ing to interested parties why the fixed 
income fund has declined in value. The 
problems of justification of investment 
policy are always present for the trustee 
whether one or two or no common trust 
funds are used. .. . 


e “Fluctuations in the unit values of 
an equity fund compared with similar 
funds or the Dow Jones averages should 
not be given too much weight. If the 
equity fund is invested in high grade 
securities, it is not likely that the unit 
values will average less than cost over 
the life of the average trust. 


e “We feel our all-common-stock fund 
will not decline as far as the usual stock 
market averages, and this was well 
demonstrated in the 1957 decline. Fur- 
thermore, most trusts in a common trust 
fund are small and beneficiaries are con- 
cerned less with market fluctuations than 
with steadiness of income. 


What of the Future? 


e “We are confident that the multiple 
fund approach will be more widely 
adopted. It is entirely possible that the 
time will come when the present ar- 
bitrary limitation on participation will 
be removed and a major part of trust 
investing will be on the basis of multiple 
funds designed to accomplish various 
investment purposes. Investment super- 
vision and administration would be ma- 
terially simplified and strengthened. . . . 
e “We would still use a dual fund if we 
were inaugurating a common trust fund 


today. ... 


e “Despite the problems facing our 
funds, they are ideal instruments for 
future trust business. About the only 
additional fund use that we can see is 
the ultimate establishment of a tax-free 
fund, which has been done by one or 
two banks. However, unless and until 
the A.B.A. Trust Division and _ the 
Federal Reserve eliminate the $100,000 
limitation, we see little to be gained in 
establishing a municipal fund when the 
accounts that can best use such 4 
vehicle are limited in their investment 
to $100,000. This limitation definitely 
hampers our efforts to combat the con- 
tinually rising costs of managing trust 
funds, and in our book there is no logi- 
cal reason why it should be con- 
tinued.” 


Trusts AND EstTaATES 


0 w= 9s RATT ORCA 





Fo 


con 


lati 
per 
to 

are 
wh 
the 


are 


1. 


vie 
the 
aly 
wo 
ly 
abl 
or 

est 
mil 
eac 
dir 
cel 
be 


Inc 
na 


vel 
as 
ty} 
be 
or 
gel 
the 
mi 


ar ( = (RD tit 8 


Hl 
1e€ 
0 


1€ 


nt 


ly 


ist 
yj- 


ES 


oo er SA RR 





How Ford Complied With Laws on 


Employee Plan Registration 


R. L. JOHNSON 


Assistant Treasurer, Ford Motor Company 


Y REMARKS ARE DIRECTED PRIMAR- 

ly to the manner in which we, at 
Ford Motor Company, have gone about 
complying with the reporting and other 
requirements of federal and state legis- 
lation regulating employe welfare and 
pension plans. Perhaps the simplest way 
to approach this is to list the principal 
areas of problems or questions with 
which we were faced and then indicate 
the manner in which we resolved and 
are handling them. 


1. How Should Compliance be 
Administered Within 
Organization? 


It soon became evident, from our re- 
view of Congressional deliberations on 
the present legislation, that proper an- 
alysis and compliance under the Act 
would require the attention, both initial- 
ly and for some time ahead, of consider- 
ably more than one of our departments 
or staff groups. Accordingly, there was 
estabilshed in 1958 a coordinating com- 
mittee composed of representatives of 
each of the four staffs already having a 
direct interest in or responsibility for 
certain phases of our several employee 
benefit plans — the Office of the General 
Counsel, the Office of Tax Affairs, the 
Industrial Relations Staff, and the Fi- 
nance Staff, with which I am associated. 

This committee studied the various 
versions of proposed federal legislation 
as they were introduced, compared the 
types of data or other material likely to 
be required with that already compiled 
or made available by the Company, and 
generally began making preparations for 
the new activity. Members of the com- 
mittee, both before and following pas- 
sage of the federal Act, attended or par- 
ticipated in business conferences or dis- 
cussion groups in New York, Detroit, 
and elsewhere, and met with representa- 
tives of our insurance carriers and the 
trustees under our several plans, to learn 
as much as possible about probable 
operations under the new regulations. 


From address before Mid-Continent Trust Con- 
ference, Detroit, Nov. 6, 1959. 
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We were thus able to narrow consider- 
ably the areas requiring further consid- 
eration by the committee. The members 
of this committee, together with the 
executive officers of our Company to 
whom they regularly report, were re- 
sponsible for resolving the issues en- 
countered in interpreting and complying 


with the Act. 


2. Which Employee Benefit Plans 
are Covered? 


The Act defines “employee welfare 
benefit plan” as any “plan, fund, or pro- 
gram which is communicated to or its 
benefits described in writing to the em- 
ployes, and which was . . . established 
... for the purpose of providing for its 
participants or their _ beneficiaries, 
through the purchase of insurance or 
otherwise, medical, surgical, or hospital 
care or benefits, or benefits in the event 
of sickness, accident, disability, death, 
or unemployment.” It defines “employee 
pension benefit plan” as any “plan, 
fund, or program,” similarly communi- 
cated and established “for the purpose 
of providing for its participants or their 
beneficiaries, by the purchase of insur- 
ance or annuity contracts, or otherwise, 
retirement benefits, and includes any 
profit-sharing plan which provides bene- 
fits at or after retirement.” 

These definitions seemed to make it 
clear that, in our case, the Act was ap- 
plicable to our retirement plans for both 
hourly and salaried employes, our sev- 
eral group life insurance plans for both 
employee groups, some of which also 
provide accident and sickness benefits, 
the Supplemental Unemployment Bene- 
fit Plan for hourly employes, and the 
Separation Allowance Plan for salaried 
employes. The intent of the Act was not 
entirely clear, however, in the case of 
some of our other employee benefits. For 
example, we have a Savings and Stock 
Investment Program for salaried em- 
ployes, involving contributions by the 
employes and by the Company which 
may be invested in Common Stock of the 
Company or in such stock and in gov- 


ernment securities, the principal features 
of which do not correspond in some re- 
spects to either of the definitions re- 
ferred to earlier. Also, our many local 
prepayment hospitalization, surgical and 
medical plans did not seem to fall read- 
ily into the intended scope of the Act, 
particularly when viewed in connection 
with the definition of “Administrator,” 
which will be discussed shortly. Finally, 
there are a number of Company person- 
nel policies and practices which, in some 
respects, seem to come within the defini- 
tions under the Act, but in other respects 
relate only: very indirectly to the objec- 
tives of the Act, as we understand them. 

It was the policy of the committee, 
however, to interpret the intent of the 
Act as broadly and liberally as possible. 
Wherever there was a basis for reason- 
able doubt, it considered the plan or 
program as coming under the provisions 
of the legislation. As a resuit, and after 
allowing for the fact that in some in- 
stances separate plans providing similar 
or identical benefits are necessary for 
separate groups of employes, we made 
11 “description filings” under the Act 
prior to last April 1. Had we not han- 
dled most of the prepayment health 
plans in a single, consolidated filing, the 
total would have been several times 11. 
As it was, several hundred man-hours 
were involved in preparing these de- 
scription filings. 


3. Who or What is the 
** Administrator’? 


Perhaps the most difficult question 
was that of determining the real intent 
of the Act with respect to the term “Ad- 
ministrator.” The Act states “the term 
administrator whenever used in this Act, 
refers to (1) the person or persons 
designated by the terms of the plan or 
the collective bargaining agreement with 
responsibility for the ultimate control, 
disposition, or management of the mon- 
ey received or contributed; or (2) in the 
absence of such designation, the persons 
or persons actually responsible for the 
control, disposition, or management of 
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the money received or contributed, irre- 
spective of whether such control, dispo- 
sition, or management is exercised di- 
rectly or through an agent or trustee de- 
signated by such person or persons.” 

Almost the entire emphasis is on “re- 
sponsibility for the ultimate control, dis- 
position, or management of the money 
received or contributed.” Under our 
trusteed pension plans, for example, the 
trustees exercise investment power and 
authority in their uncontrolled discre- 
tion. A committee designated by the 
Company or, in the case of the plan 
negotiated with the UAW, a Joint Board 
composed of Company and Union ap- 
pointees — with an impartial chairman 
to break deadlocks — determine pension 
entitlement and authorize benefit pay- 
ments by the trustees, but they have 
nothing to do with the appointment: of 
trustees or the management of the funds. 

Under an insured group life plan, or 
under our many prepaid health plans, is 
it the insurance carrier or the employer 
who is actually responsible for the con- 
trol, disposition, or management of the 
money? We did not find a great rush on 
the part of either trustees or insurance 
companies to volunteer that this desig- 
nation applied to them. Perhaps they 
were relying upon the “irrespective” 
portion of the definition, the effect of 
which is arguable. 

We were not able to find much clari- 
fication of the question from reviewing 
the Congressional deliberations that pre- 
ceded the Act, or from public statements 
on this point by proponents of the Act. 
Inasmuch as someone had to sign, as 


“Administrator” on page 3 of a large 
number of copies of Form D-1, we de- 
cided that it was up to us to sign them. 
In our signing, however, we attached a 


-Gaveat which provided that: “The desig- 


nation of Ford Motor Company as ad- 
ministrator is not to be construed as an 
admission by Ford Motor Company that 
it is the administrator and Ford Motor 
Company reserves the right to change 
this designation.” 

It was by means of several meetings 
of this committee that the final selection 
of language was made for completion of 
the D-1 forms filed earlier this year. 
There were many instances where items 
on the form were not directly applicable 
to the particular employee benefit plan 
involved, and where it became necessary 
to supplement our reply with explana- 
tory footnotes or additional schedules. 
The committee also selected from among 
the several types of employee booklets 
and pamhplets outlining our benefit 
plans, those that seemed most appropri- 
ate and consistent with the Act. I might 
add, parenthetically, that although use of 
Form D-1 was not mandatory, we elect- 
ed to do so rather than develop our own 
form of report. 

To date, our experience in compli- 
ance has been primarily with respect to 
the description requirements under the 
Act. Inasmuch as all of our benefit plans 
other than group life insurance have fis- 
cal years.that coincide with the calendar 
year, we will not file the annual finan- 
cial reports until early in 1960 — before 
April 30. In the case of the group insur- 
ance plans, where we have completed 





A regional trust operation 


offering complete personal 


and corporate services. 


ip of 


RALEIGH 


NORTH CAROLINA 


MEMBER F. D. I. C. 


FEDERAL RESERVE SYSTEM 


Capital, Surplus, Profits and Reserve over $19,087,000 





and filed the D-2 forms, most of the in- 
formation was supplied by the insur- 
ance companies, and our function con. 
sisted primarily of reviewing the data, 
checking against our records, complet- 
ing the forms, attaching the exhibits 
and filing with the Department of Labor 
We do not foresee any particularly 
new or difficult problems, other than a 
substantial amount of plain work, in 
preparing the annual report filings 
Checking with our trustees indicates this 
seems to have been the experience of 
other companies that have already filed 
annual reports under their trusteed 
plans. Because all of our trusteed plans 
have for some time been audited an- 
nually by our outside auditors, we shall 
have the election, under Section 7 of 
the Act, of having the required infor- 
mation certified to by our auditors, in 
lieu of being sworn to by the adminis- 
trator. The reporting requirements re- 
lating to investments in securities or 
properties of, or loans to, the employer 
are not applicable in our case, because 
our trust funds have no such assets. 


State Laws 


Six states have enacted laws regulating 
employee welfare funds: New York, 
California, Massachusetts, Washington, 
Connecticut and Wisconsin. 

The New York law has been construed 
by the New York Attorney General as 
covering only funds which are jointly 
established and administered by the 
employer and the union. Inasmuch as 
both the Ford General Retirement Plan 
and the Ford-UAW Retirement Plan 
funds were established by the Company 
and are administered by trustees se- 
lected by the Company, they do not 
come within the scope of the New York 
disclosure law, even though the Ford- 
UAM Retirement Plan was established 
pursuant to a collective bargaining 
agreement. 

The California law applies only to 
plans which have been “created by, or 
on account of contracts between labor 
organizations and employers.” The only 
plans we have in this category are the 
Ford-UAW Retirement Plan and _ the 
Ford-UAW SUB Plan. We have sub- 
mitted registration statements and de- 
scriptions of these plans, as well as 
the initial annual reports which were 
due in California on or before June 30, 


1959. 


The Massachusetts regulations perm‘t 
the submission of certified copies of the 
federal forms as an alternative to the 
separate state registration forms that 
also are available. The fact that we made 
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photographic plates of our D-1 forms 
(covering Ford-UAW Retirement Plan, 
General Retirement Plan, SUB Plan and 
Savings and Stock Program) before the 
original federal filing makes it easy 
to submit copies for state purposes, 


A question exists in Massachusetts 
with respect to whether the law covers 
insured and other plans not involving 
trust funds. Test cases are pending in 
the courts. A procedure that has been 
considered by some policyholders in 
Massachusetts is to register their insured 
plans under protest, with the expectation 
that if the pending litigation results in 
a favorable determination, the $50 regis- 
tration fee for each plan would be re- 
turned. 

The Washington law is applicable only 
to trusteed funds, and it exempts bank 
trustees that are members of the Federal 
Reserve System. 

We do not have any operations in 
Connecticut and are not currently doing 
business in Wisconsin. 


Newness Breeds Change 


Because of the newness of this type 
of governmental regulation, the various 
federal and state agencies are still feel- 
ing their way without the guidance of 
precedents. It seems likely, therefore, 
that we may expect further changes in 
these reporting and filing requirements. 

Thus, the federal law had hardly be- 
come effective before the Department of 
Labor had sent to Congress proposed 
amendments aimed at strengthening the 
law. These proposals were intended to 
reduce some of the required paper work, 
and also to reduce the possibility of con- 
cealing abuses by increasing substan- 
tially the powers of the Secretary of 
Labor with regard to interpretation and 
enforcement of the law. Senator Scott 
(R. Pa.) has introduced a revised Bill 
(S. 2550) which would amend the 1958 
Welfare and Pension Plans Disclosure 
Act to accomplish the following: 


1. Remove the word “summary” from 

' the description of the report on 
fund assets, receipts, and disburse- 
ments that must be filed with the 
government, so there can be no 
concealment through the device of 
a sketchy or incomplete descrip- 
tion. 

2. Protect plan administrators who 
rely on the Secretary of Labor’s 
opinions and report forms for 
compliance with the law. 

3. Give enforcement authority’ to the 
Secretary of Labor. 

4. Include new criminal provisions 
against kickbacks, ‘covering those 
who give and those who take 
bribes to influence decisions -on 
operations of welfare plans. 
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5. Make technical changes to relieve 
plan administrators from certain 
burdensom reporting require- 
ments of the present law. 


In the development of the legislation, 
representatives of bank trustees and in- 
surance companies have been of im- 
mense assistance — in serving on com- 
mittees that counseled with the legisla- 
tors or their drafting committees, in 
making appearances at hearings, and in 
countless other ways. In the further in- 
evitable evolution of such legislation, 
continued worthwhile assistance from 
these sources will undoubtedly be forth- 
coming. 


A A A 


Drama Critics Prize Set By Will 


The prize for the “best piece of drama 
criticism during the year,” established 
under the will of the late George Jean 
Nathan, famed New York drama critic, 
will amount to $3,000, the richest prize 
offered in the American theatre, accord- 
ing to The Hanover Bank,, New York, 
trustee of the fund. One half of the 
estate of Mr. Nathan, who died in 1958, 
was placed in trust with the income to 
be awarded annually. Competitors must 
be U.S. citizens whose works are pub- 
lished in the United States. 

The selection committee is composed of 
the heads of the English departments of 
Cornell (of which Mr. Nathan was an 
alumnus), Princeton and Yale universi- 
ties. Entries may be in the form of an 
article, essay, treatise or book, and must 
be submitted by May 31. The winners 
for the 1959 and 1960 years will be an- 
nounced in the fall of 1960 at a luncheon 
at The Hanover Bank. 


STREAMLINED OPERATIONS 


A methods study team in the trust de- 
partment of Fidelity Trust Co., Pitts- 
burgh (now Pittsburgh National Bank), 
discovered lost time and added costs be- 
cause of re-writing records in the handl- 
ing of security sales and purchases, A 
new approach—described in full in the 
November Auditgram — secures simul- 
taneous postings to all six stations con- 
cerned with trust transactions. A trans- 
action is completed with only two typ- 
ings. The new method allows a cross 
reference for security control as posting 
is done by both estate and security. The 
list of securities held by any one estate 
is available at a moment’s notice. The 
asset file is in constant balance with the 
trust ledger. 
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MAINE FIDUCIARIES ELECT 


At the November 12 annual meeting 
the Corporate Fiduciaries Association 
of Maine the members were addressed 
by attorney Franklin G. Hinckley, whose 
talk on “The Pour-Over Trust” was fol- 
lowed by a panel discussion of its estate 
planning possibilities. The panelists were 
H. Willis Day, Jr., H. Davison Osgood 
and Gordon W. Wiseman. The after din- 
ner speaker was the Hon. Robert Wil- 
liamson, Chief Justice of Maine Supreme 
Judicial Court. 

The following offcers were elected for 
the ensuing year: Pres.—Francis T. Fin- 
negan, vice president and trust officer, 
Depositors Trust Co., Augusta; Vice 
Pres.—Lendall B. Knight, trust officer, 
Merrill Trust Co., Bangor; Sec.-Treas.— 
Philip R. Powers, trust officer, First 
Portland National Bank. 
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Wis MANY CORPORATION METH- 
ods men and manufacurers’ repre- 
senatives have learned through experi- 
ence that intelligent, exhaustive study 
precedes a successful electronic appli- 
cation, the inclination to decide the fate 
of electronics upon inadequate infor- 
mation persists. 


Top management and operations man- 
agement are today approaching a bal- 
ance in electronics knowledge, the “or- 
ganizational climate” so necessary for 
sound decision making. Perhaps a re- 
view of some of today’s thinking will 
help restore this balance a little faster. 


1. Selection of a unit of electronic 
computer components, suitably priced 
and capable of reducing the operating 
costs of most of the company’s clerical 
duties in a matter of months requires 
consideration of these points: 
Electronic equipment entails new 
operating techniques, changes in com- 
pany policy, new problems for the audi- 
tor, the retraining of personnel, changes 
in printed forms, and preparation of 
data in new formats. 

Electronic equipment may be justified 
costwise in some companies only if it 
crosses departmental lines and becomes 
a service bureau department. 

Each separate departmental operation 
has to be converted; departmental man- 
agers have to be shown how their work 
can be done, how alternatives may do 
the job just as well, how every one’s 
work must be scheduled to the times 
available on the machines. 

Stand-by or alternate methods must 
be considered and turnover in key per- 
sonnel as well as rental versus purchase, 
machine maintenance, the installation 
site as well as preparation. 

2. Manufacturers are not only mak- 
ing true electronic devices but are, at 
the same time, cognizant of the more 
mechanical requirements of paper han- 
dling such as printing and sorting. For 
mass printing, sorting, and reading of 
data the electronic heart of a system 


From addresses before 28th Mid-Continent Trust 
Conference, Detroit, Nov. 6, 1959. 
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will be surrounded by a whole series of 
more conveniently mechanical ma- 
chines, practically all of which will con- 
tain electronic circuitry making them 
compatible in operation, one with the 
other. If top management feels this is 
not electronics and therefore not the 
best, then it may do injustice to a good 
operations man, and an opportunity to 
cut expenses may be lost to the institu- 
tion. 

3. In order to evaluate correctly new 
ideas and perhaps even to recommend 
action, the operations staff must be pre- 
pared, cost figures clearly identified and 
expenditures considered for visiting 
other operating men and perhaps for 
training trials or parallel operations. The 
methods to come will be adopted, or at 
least evaluated, most successfully in 
those institutions, be they large or small, 
where both areas of management recog- 
nize and accept their responsibilities 
in the changing operations research 
climate. 

The job of operations management is, 
as it always has been, to learn and to 
pass along the knowledge to others, to 


ELECTRONICS APPLIED TO TRUST OPERATIONS 


I: Factors in Making Choice 


analyze, propose, install, and improve 
by review. The study of electronics, how- 
ever, demands recognition of the revo- 
lutionary effect it essentially would have 
upon operations. 

Many of the tabulating systems, today 
so prominent in banking, were given 
their start within the trust department. 
The same problems existed then as now 
with electronic equipment promotion. 
Many waited until others had shown the 
way and then planned conversions of 
their own. Some of these lost valuable 
time and experience by not thoroughly 
studying the possibilities at an earlier 
date. 

Although trust department entries are 
created internally and therefore don’t 
cause the problems the magnetic charac- 
ter recognition program is trying to 
overcome for checking accounts, never- 
theless the trust operation undoubtedly 
can benefit from the equipment when it 
has been justified for commercial book- 
keeping. When the banking problem is 
licked, the use of similar and of new 
equipment will no doubt be accelerated 
in the trust and other paper work areas. 
Machine costs will begin to fit more 
pocketbooks, and smaller institutions 
will see justification for changes. The 
coming five-to-ten-year period will 
therefore be full of opportunity for in- 
ternal operations improvement. 


II: Machine Equipment Combinations 


WILLIAM C. SHANNON 


Second Vice President, Manufacturers National Bank of Detroit 


ERSONAL TRUST OPERATIONS NARROW 

down to a problem of dual file main- 
tenance — the files kept as to account 
and those kept as to securities. Any ad- 
justment in one necessitates a like ad- 
justment in the other, such as bonds ma- 
turing on the one and an additional de- 
posit to principal on the other. 

This dual file problem can be solved 
by the conventional hand methods or 
by use of punch card equipment. One 
can review the two methods against the 
operations performed on a file as fol- 
lows: 


Inquiry. Under the hand system, by 
retyping the information from the 


forms copy, and by manual sorting 
to classification. Under the card sys- 
tem, by listing, or by reproducing and 
listing the information in the cards, 
and by machine sorting to classifica- 
tion. 

Checking. Under the manual sys- 
tem, O.D.’s are usually visibly 
screened, set aside, and reported in 
conjunction with a machine lock-up 
feature. 

Under the card system, O.D.’s are 
usually machine screened by testing 
for a zone punch in a certain field of 
the card and then reported. 

Updating. Under the manual sys- 
tem, forms are filed, and key-driven 
machines are used to accumulate bal- 
ances. 

Under the card system, forms are 
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keypunched and summarized through 
electric accounting machines. 

Expansion. Under the manual sys- 
tem, expansion is usually accomplished 
with additional drawers and cabinets 
for filing additional asset forms and 
with forwarded ledger cards. 

Under the card system, like de- 
scriptions are added to like descrip- 
tions, and additional file cabinets are 
added. 


While the manual system requires 
total hand filing, the card system is 
also suspect to a lot of hand filing. This 
arises out of the nature of the file being 
maintained, a large volume of holdings 
against relatively small activity where 
it becomes more efficient to hand pull or 
file cards rather than machine file them. 

Now consider what a computer can 
do. The computer allows the manage- 
ment of a bank or trust department to 
write policy into a program with the 
assurance that all decisions called for 
will be made each day, week, month, 
or year that the program is in use with- 
out the variances of human whim and 
fantasy. Of equal importance, the use 
of a computer enables a bank or trust 
department to broaden its base of serv- 
ice. An input code only is necessary to 
tell the computer the direction to take. 

Until recently, however, computer sys- 
tems — at least medium priced systems 
— were weak so far as trust operations 
were concerned, in that no system pro- 
vided a fast, high-speed lister. Getting 
the information into some form of stor- 
age was easy, but getting it out — fast 
and cheap — in the lots that a trust 
operation calls for, was another story. 
Today such high-speed listers are avail- 
able. A medium-sized trust operation re- 
quires relatively high-speed input from 
cards, magnetic tape, and paper docu- 
ments, small to average memory size 
with relatively high-speed output on to 
magnetic tape cards and in-line or off- 
line to a lister. A good balanced system 
would maintain a 600 line per minute 
out-put speed. Records would be stored 
sequentially on magnetic tape. 

With this system, one method of creat- 
ing input would be to confine keypunch- 
ing to new descriptions, and on existing 
descriptions, keypunch the account and 
security number and values only. On 
daily security transactions, this would 
reduce keypunching requirements sig- 
nificantly. 

The cards would then be sorted to 
security number and entered against 
the master security file, which is stored 
on magnetic tape, with the balance of 
the description added during this opera- 
tion. The completed description could 
be run off on to magnetic tape, in se- 
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curity number order, and cards punched 
out with the same information for sort- 
ing to account number order. Volume 
considerations are important here, and 
perhaps the cards only would be re- 
quired. With the media thus created, 
the two files could be updated: the ac- 
count file from cards onto magnetic tape, 
and the security file from the magnetic 
tape onto magnetic tape, with the major 
difference over the previously discussed 
systems that all file maintenance is un- 
der computer control — no hand inter- 
vention — and at computer speeds and 
accuracy. With this double pass through 
the system, all major and subsidiary 
controls would be adjusted and reported. 
During these daily updating runs, ad- 
ditional information such as dividend 
receivables, bond interest collection ad- 
vices, and account reviews could be run 
off onto magnetic tape for subsequent 
report preparation on a high-speed lister. 
This system can be checked against 
the operations on a file as follows: 
Inquiry. Information is stored on 
magnetic tape with the ability to be 
computer sorted, listed on paper, or 
punched out in card forms at high- 
rates of speed. 
Checking. O.D.’s under this system 
could be punched out and immediately 


made available for reporting. 
Updating. Reduction in key punch- 


ing and all controls adjusted on two 
passes through the system under com- 
puter control. 


Expansion. The file on magentic 
tape must be rewritten up to the 
point of insertion, the item inserted, 
and the remainder of the file rewrit- 
ten. 


This analysis of trust file maintenance 
allows the optmistic view that electronics 
can be applied to trust operations with 
all hand intervention eliminated. 


Enterprises prosper, other things be- 
ing equal, in proportion to the ac- 
curacy with which they appraise the use- 
fulness of new equipment and new meth- 
ods, and the promptness with which they 
adopt these innovations. Bankers, com- 
pete not only with other banks, but 
also with industry for personnel on the 
basis of wage rates and hours. Industry 
is raising the man-hour output so rapid- 
ly through research and new equipment 
that banking is increasingly at a disad- 
vantage in operating costs. 


Clearly, bankers economize through 
mechanization and automation tech- 
niques. Obviously higher wage rates 
will be paid two, three, or five years 
hence. To be among the last to adopt 
an innovation when it has become stand- 
ardized in the business, is merely catch- 
ing up to the procession. 
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LEGISLATION AFFECTING 
TRUSTS AND ESTATES 


(Final 1959 Report) 


CONNECTICUT 


Act 219: Amends Sec. 45-210, relating 
to actions against executors and ad- 
ministrators, to make it inapplicable to 
claims founded in tort, provided written 
notice thereof is given to personal repre- 
sentative. 


ILLINOIS 


S.B. 784: Validates beneficiary desig- 
nations in any insurance, annuity or en- 
dowment contract or supplemental agree- 
ment, as well as under any employee 
benefit plan, upon the death of another 
although such designation does not com- 
ply with requirements as to signing and 
attestation of wills. 


NorRTH CAROLINA 


H.B. 848: Amends Sec. 28-68 to in- 
crease from $500 to $1,000 maximum 
amount of debts payable to clerk of 
court, where no administrator has been 
appointed. 


PENNSYLVANIA 


Act 423: Amends Sec. 819-1109a, con- 
ferring authority on individual co-fidu- 
ciary in latter’s common trust fund, to 
broaden definition of fiduciary to include 
executors. 
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Rights of Non-Resident Trust Companies Revised 
A new chart setting forth the rights of non-resident trust companies to act as 
original fiduciary under the laws of the various states has been issued by Probate 
Attorneys Association (International), 10962 W. Pico Blvd., Los Angeles, Since the 
revisions in the earlier table published at page 987 of the October 1958 issue are 
minor, only the changes are set forth here. 





GUARDIAN GUARIAN OR 
TRUSTEE OF COMMITTEE OF 
ADMINIS- NAMED PROPERTY PROPERTY OF 
STATE TRATOR EXECUTOR IN WILL OF MINOR INCOMPETENT 
District of Columbia Yes (21) Yes (21) Yes (21) Yes (21) Yes (21) 
Mew verter. Ne Yes (4) Yes (4) No (6) if No (7) if 
(10) (4) ~4d0) (4) 
Seutn Carouna 2. No No Yes No (6) No.(16) 
Wm eatin OT tl Yes (11) Yes (11) Yes (11) Yes (11) Yes (11) 
Wisconsin No Yes (4) (18) Yes (4) (18) No No 


(11) If a permit to do business is obtained. 
(21) Must file surety bond. 





Act 371: Provides for combining trusts 
for benefit of employees of same em- 
ployer. 

Act 439: Amends Sec. 301(1) of 
Orphans’ Court Act to give that Court 
exclusive jurisdiction over questions con- 
cerning control of decedent’s burial; and 
Sec. 302 to give concurrent jurisdiction 
over appointment and removal of guar- 
dian of person of incompetents. 


Act 508: Amends numerous sections 
of Fiduciaries Act of 1949, including in- 
crease to $2,500 in amount which can 
be awarded or distributed without ap- 
pointment of personal representative; in- 
crease to appointment of personal repre- 
sentative; increase of family exemption 
to $1,000; limitation of creditors who 
may be entitled to letters to those exist- 
ing at death (thus excluding under- 
takers); authority to delegate to co- 
fiduciaries powers as to. subscription 
rights and fractional shares; duties of 
fiduciary of incompetent fiduciary; clari- 
fication of exemption of guardian from 
bonding requirement. 


Act 510: Amends See, 506 of Fidu- 
ciaries Act of 1949 to.permit personal 
representative to invest excess funds in 
investments which  trustee-distributee 
could make under will; Section 541 to 
permit sale of specifically devised realty 
without court order if devisee joins in 
conveyance; Secs. 544 and 964 to add 
power to pledge as well as mortgage 
where fiduciary has power to sell. 
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Legislators Form Conference 


Representatives of the legislature of 
34 states early this month established a 
permanent organization modelled after 
the Governors Conference. Meeting in 
Albany, the group elected as its first 
president Walter J. Mahoney, majority 
leader of New York’s Senate, whose staff 
originated the plan. 

The new organization’s major objec- 
tive is the protection and advancement 
of the power and prestige of the legis- 
lative branch of the government, especial- 
ly against encroachment by the executive. 
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PERSONNEL SELECTION TECHNIQUES 


Lessons from the Industrial World 


DR. JOHN H. RAPPARLIE 


Industrial Psychologist, Owens-Illinois, Toledo, Ohio 


HE MOST EFFECTIVE PERSONNEL SE- 

lection program requires the per- 
sonnel administrator to be a decision 
maker. Regardless of the accuracy of 
application blank, interview, or person- 
nel test, in the last analysis an individual 
must make the judgment of whether the 
applicant should be offered a job. 

Personnel decisions take place at three 
different levels: selection, placement, 
and classification. This last involves the 
prediction of how successful a given 
applicant would be on each of the jobs 
for which one is hiring. A sound per- 
sonnel selection program begins with an 
accurate and complete job description 
that defines the job the way it actually 
is, not the way it ought to be. It spells 
out the job in terms of working condi- 
tions (noises, hazards, etc.) ; physical 
capacities required training time; basic 
job abilities required; important voca- 
tional interests; and reasonable person- 
ality requirements (whether the job in- 
volves emotional stress, is varied or 
monotonous, requires working with 
people or alone). 

It should then be possible to develop 
a manpower specification that will en 
able the employment director to find the 
kind of people a manager needs. 

The next step is to investigate various 
labor sources, These may include state 
and private employment agencies, labor 
unions, schools and colleges, newspaper 
and magazine advertisements, and the 
recommendations of managers and other 
employees. Any company interested in 
developing effective personnel selection 
should study carefully its labor recruit- 
ment sources. There are neighborhood 
and family group influences, for exam- 
ple, that have a definite relationship to 
job performance. Give special attention 
to relatives of employees whose job per- 
formances have been stable, effective, 
and satisfactory. 

A scientifically designed application 
blank may have greater accuracy in pre- 
dicting job success than either inter- 


Condensed from address before 28th Mid-Contin- 
ent Trust Conference, Detroit, Nov. 5, 1959. 


DECEMBER 1959 


views or personnel tests. The growing 
interest in selection of executives may 
see increased use of biographical in- 
formation. Individual experience and 
opinion, however, are worth very little 
in designing an application blank that 
has real value. 

Personnel tests measure knowledge, 
abilities, vocational interest, or person- 
ality characteristics. Such tests of be- 
havior patterns are useful after it has 
been demonstrated through research that 
scores on the test have a definite rela- 
tionship to success on the job. 

In a recent survey* of 50 of the larg- 
est industries tests were reported in use 
by 98% of the companies for selection 
of clerical workers; 73% for sales per- 
sonnel; and 20% for selection of execu- 
tives. Properly used, tests benefit both 
the company and the individual. A per- 
son so approved is apt to have the skills 
and abilities possessed by the more suc- 
cessful people on that job, and bias and 
discrimination in the employment situa- 
tion can be minimized. 

Among the important research pro- 
jects today is that of the Educational 
Testing Service of Princeton, N. J., 


which is sponsoring a study of execu- 


*“A Questionnaire Study Concerning the Use of 
Psychological Tests in Industry.” R. B. Hessert, 
Pittsburgh Plate Glass Co. 
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tives — the specific activities that make 
up an executive’s job, executive team- 
work, and executive performance. The 
American Institute of Cerified Public 
Accountants has developed tests for 
identifying professional accounting tal- 
ent. Two large scale vocational guidance 
studies will contribute significantly to 
the knowledge of what determines career 
success. R. L. Thorndike and E. P. 
Hagen of Columbia University are co- 
authors of a book, “Ten Thousand Ca- 
reers” (John Wiley and Sons, 1959), 
that follows up the aptitude tests results 
of 10,000 men over a span of 13 years. 
The American Institute for Research of 
Pittsburgh is working on an accurate in- 
ventory of the country’s potential skill 
resources available in our high school 
groups. Only the advent of electronic 
computers makes such tremendous re- 
search studies practical. 

On last analysis, there is no real sub- 
stitute for the inferences that can be 
drawn from a face-to-face discussion with 
a job applicant. The trained interviewer 
is consistently critical of his own bias 
and personality and alert against work- 
ing himself into “mental ruts.” He knows 
the undesirability of feeling that “this 
job applicant doesn’t impress me very 
much.” The untrained interviewer, on 
the other hand, is extremely positive in 
his predictions, rationalizes his deci- 
sions, and thinks in terms of personality 
types “lacking aggressiveness” and “will 
have difficulty working effectively with 
people.” 

The last major step in the selection 
program is the interviews with the man- 
ager or supervisor who needs the re- 
placement. In this final decision, the 
supervisor should consider the particu- 
lar past experience of the applicant as 
it relates to the demands of the job 
itself. Ordinarily, the manager is in the 
best position to determine how the appli- 
cant reacts to the job and situation. 
However, there is considerable oppor- 
tunity to improve his part in the selec- 
tion program by training in the skills 
of interviewing. Finally, an alert person- 
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nel department follows up the approved 
job applicants during the 3 or 4 weeks 
after employment. The only way to im- 
prove the decision-making process of the 
personnel administrator is on the basis 
of the effectiveness of each applicant 
after he has been on the job long enough 
for a performance judgment. 

Those who are taking a critical look 
at their selection programs are advised 
to seek a competent personnel specialist. 
This may be an educator, a competent 
management consultant, or an industrial 
psychologist. The scope of the consult- 
ant’s activities should not be limited. He 
should perform a competent program 
audit before making recommendations 
for improvement. He should determine 
appropriate administrative controls. And 
the personnel consultant should be re- 
sponsible for program follow-up so there 
is evidence of how well the new program 
actually is working. 


AAA 


e Chase Manhattan Bank Foundation 
has announced gifts to 143 educational 
institutions aggregating more than $190,- 
000. The Foundation also matched more 
than $30,000 in contributions to colleges 
made by employees. 
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Council of Profit Sharing Industries 


A. C. BURROWS 


Rear Admiral USN (Retired) ; President, Council of Profit Sharing Industries 


N 1940, PROFIT-SHARING PLANS, AC- 
I cording to Treasury figures, were 
but 5% of the total approved pension 
plans. In 1958, this figure had grown to 
45% of pensions. Today some areas of 
our country are installing approved 
profit-sharing plans to pension plans in 
the ratio of 2-to-1. 

The results expected from a _ profit- 
sharing plan do not arise because of the 
sharing of money alone. The sharing of 
responsibility is essential. When the 
group motive is one in which the indi- 
vidual can believe, he will then want to 
make his contribution. It is the purpose 
of The Council of Profit Sharing Indus- 
tries to bring about those human rela- 
tionships which are conductive to real 
working together. 

Profit-sharing is not advocated for 
every firm nor as a panacea for all 
labor-management ills. There are a num- 
ber of basic requisites. Among these is 
a sound, able management, capable un- 
der ordinary circumstances, of operating 
at a profit. There must be basic integrity 
in both management and labor. Each 
must have respect for the other. 


The council draws upon the experi- 
ence of its hundreds of members to as- 
sist the banker’s customer in developing 
for his own needs the best profit-sharing 
plan indicated, and without consuming 
time of the trust officer. At the same time 
a comprehensive communication plan is 
drafied which will insure the day-to-day 
success of his sharing program. Once 
written, a member’s plan is subject to 
periodic review service. 


The council encourages employee 
contributions on a voluntary basis up to 
10% of their annual earnings. This, of 
course, tends to make the funds larger 
and their growth more rapid. Concern- 
ing partial withdrawals, the council will 
on occasion recommend that the trust 
fund borrow from the bank at the prime 
rate and relend to selected participants 
at a rate slightly higher but still consid- 
erably below what the employee would 
be charged at the only place where his 
credit would merit a loan. 

Unless there are persuasive reasons 
for the lump-sum settlement, the council 
feels that with increasing longevity the 


Excerpts from address before 28th Mid-Continent 
Trust Conference, Detroit, Nov. 6, 1959. 


participant is much better off with a 20- 
year annual payout rather than 10, and 
with a variable annuity life payout in 
circumstances where such procedure is 
indicated. This means, too, that the 
money which goes into the trust fund 
will stay in the trust fund. The council 
advises integrated plans to give higher 
paid personnel a larger percentage of 
their active pay upon retirement. The 
success of the profit-sharing plan is then 
assured because it is made more accept- 
able to middle and top management. 

The Legal and Legislative Committee 
began to function informally when 
favorable testimony was given by mem- 
bers-to-be before the Vandenberg Com- 
mittee of the United States Senate in 
1939. This council committee has con- 
tinued to work quietly on day-to-day 
routine matters but musters its whole 
force in any federal or state area — 
either legislative or regulatory — when- 
ever action inimical to profit sharing is 
threatened. 

The council is ready at all times to 
help trustmen in profit-sharing, but 
needs their help, too, either as regular 
members with a plan — as 6 out of the 
12 leading banks of this country have 
— or as associate members without a 
plan. The council wants trustmen asso- 
ciated with it. 

General Robert E. Wood, for 28 years 
chairman of the Sears, Roebuck Profit 
Sharing Trust, summed up the value of 
profit sharing to free enterprise with 
this statement: “Profit sharing is not 
only good business ethics, it is good 
business.” 

AAA 
COMMUNITY FOUNDATIONS FUNDS 
EXCEED $200 MILLION 

The capital assets of 106 community 
foundations reporting for 1958 to the 
National Council on Community Founda- 
tions, Inc., aggregated $203,844,275. Of 
this amount $187,862,447 was active. The 
largest foundation is the New York Com- 
munity Trust, with $23 million, followed 
by Chicago, Kalamazoo, Cleveland and 
the Permanent Charity Fund of Boston. 

Of the 100 bank plans reported, 7% 
were multiple and 27 single trusteeship. 

Aggregate distributions of 97 con- 
munity foundations reporting this infor- 
mation had increased from $262,000 in 
1920 to $1,854,000 in 1940 and an all- 
time high of $10,332,000 in 1958. 
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PENSION and PROFIT SHARING DIGEST .. . 


LTHOUGH IT IS OVER A YEAR SINCE 
A changes in the Social Security Act 
raised the ceiling on taxable wages to 
$4,800 a year, there has been no official 
word from the Treasury as to acceptable 
“excess” pension plans, namely, plans 
applicable only to employee compensa- 
tion in excess of that taxable under So- 
cial Security. Instead there has been a 
series of rumours to the effect that a 
completely new set of integration regula- 
tions was being prepared. In the mean- 
time pension formulas “splitting” at 
$4,800 were being treated cautiously by 
Treasury agents. Some even went so far 
as to allow only seven-eighths of the 
previous maximum percentage (3714% ) 
which applied to the “excess” portion of 
a plan “splitting” at $4,200 a year. 

The proposed new Regulations pub- 
lished in the Federal Register of Novem- 
ber 14 come as something of an anti- 
climax. For the previous Reguiations 
Sec. 1.401-3 remain essentially un- 
changed. Thus, for example, an ‘excess’ 
pension plan providing a ‘straight’ life 
annuity from age 65 and no in-service 
death benefit is qualifiable if the rate of 
pension does not exceed 3714% of 
“highest consecutive” five years’ average 
pay in excess of $4800. This 3714% 
must, however, be reduced by 214% for 
each year of service less than 15 at age 
65. And, by a Treasury ruling still in 
force, if the “excess” pension formula— 
applied to highest-consecutive-5-year-av- 
erage pay—is made to depend on years 
of service (eg., 34° for each such 
year) the annual rate cannot exceed 
37144% divided by 45 (unless eligibil- 
ity rules restrict service years to less 
than 45). 

Most corporate trustees and pension 
consultants will be sorry to see this 
ridiculus mus after a year‘s labor by the 
fiscal authorities. Questions that have 
puzzled us—and many local Agents too 
—-include: (a) What percentage limit 
applies in the case of a disability pension 
(without actuarial reduction) ? (b) 
Does this limit change if disability pen- 
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HILARY L. SEAL 


Morss, Seal & Bret; Lecturer in Statistics, Yale University 


NEW REGULATIONS ON “INTEGRATION” 


sions are granted before age 50? (c) 
What is the percentage limit if an auto- 
matic widow’s pension of, say, one-half 
the disability pension is payable in case 
of death in service or after disability re- 
tirement? In fact, although detailed 
rules exist for the appropriate reduction 
of the 3714% in case the age-65 pension 
should be 10-years-certain, cash-refund. 
etc., nothing has been said officially 
about these “modern developments” in 
pension planning in this country. 


Paying for Social Security 


A number of recent articles have ex- 
pressed disquiet at the public’s lack of 
knowledge about the financing of Social 
Security. This ignorance is revealed by 
the exaggerated ideas many people have 
about their own contributions to the sys- 
tem, by misunderstandings in the press 
about the role of the relatively small 
trust funds of some $20 billion, and by 
failure to understand that the painless- 
ness of benefit increases is due to the 
fact they will be paid for not by us but 
by our children. 


In a contribution! to the 1959 /nter- 
national Review on Actuarial and Sta- 
tistical Problems of Social Security, the 
Chief Actuary to the Social Security Ad- 
ministration makes a comparison of 
benefits and taxes for individuals retir- 
ing at the end of 1958 and covered since 
1937 (when the system began) at the 
maximum wage. Thus, for example, if 
such an individual is a male aged 65 
with a wife of the same age his expected 
benefits under the Act amount to 
$30.406 (or $23,491 when discounted at 
3% interest). This same individual will 
have paid only $1,026 in taxes (or 
$1,335 with 3% compound interest), al- 
though of course, his employer will also 
have paid a matching amount. Notice 
that this example allows employee con- 
tributions to show to their best ad- 
vantage. Because of the “new start” in 

1Actuarial techniques useful in public relations 


operations of Social Security Systems, by Robert J. 
Myers. 








1951 many employees entitled to retire 
in the near future will have paid much 
less than $1,000 in taxes and may be en- 
titled to substantially more than the 
$23,491 discounted value shown above. 
For example, as Bob Myers shows in his 
article, a widow of 34 with three children 
aged 1, 3 and 5, respectively, has a 
single-sum expectation of $45,500 under 
the system if her husband’s average 
monthly wage under the Act was $400. 

These examples show how little the 
current beneficiaries under the Social 
Security system have paid towards their 
own benefits. Since benefit payments 
from the two (old-age and disability) 
funds are now running at the rate of $10 
billion a year it is very obvious that 
today’s and tomorrow’s taxpayers are, 
and will be, paying for the “security” of 
today’s aged and widowed. Not that 
these is necessarily anything wrong with 
this. The point is that so few people 
understand that increased “old-age” or 
“survivor” coverage granted to active 
men and women in their forties, fifties 
and sixties is not paid for out of their 
own pockets. Someone else and most 
countries have chosen the next genera- 
tion!—must pick up the tab. 

Of course, there is nothing new in 
these views. Writing in 1942 in The 
Journal of Accountancy, George B. 
Robinson? argued that the employer-em- 
ployee taxes of 2% were only meeting 
about one-fourth of the simultaneous 
pension accruals under the Social Se- 
curity Act. As he said: 





“We are... relying on the future 
in the solving of our present exigen- 
cies. We cannot dismiss these burdens 
by saying that the incurring of them 
is safe under modern governmental 
‘planning’ because an important part 
of such planning is now conceived to 
be the maintenance of a stable value 
for the dollar, and there is no way 
more certain to threaten the stability 
of any currency standard than for 
government to make excessive prom- 
ises in terms thereof.” 


*Old-age security and the Treasury. 
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A similar view had been expressed 
earlier by Winihrop W. Aldrich, Chair- 
man of the Board of the Chase National 
Bank, in a 1936 address reprinted in this 
magazine :* 


“ 
. 


. it is a strange proceeding to 
make plans running through fifty 
years creating insurance obligations 
and rights which run in terms of dol- 
lars and which are calculated with 
respect to present wages and present 
living costs, when so much has re- 
cently been done to make uncertain 
the future value of the dollar, and 
when the very plan itself increases 
that uncertainty.” 


The widespread public misunderstand- 
ing of the financing of our social secur- 
ity system was illustrated by Ray M. 
Peterson in a paper‘ presented at the 
November meeting of the Society of 
Actuaries. Quoted excerpts from Time 
Magazine, Newsweek, U. S. News & 
World Report, The Wall Street Journal 
and The New York Times revealed a 
general confusion as to the purpose of 
the two trust funds—which, by the way, 
are merely intended to meet current out- 
go and that of the next two or three 
years in case contribution income should 
fall behind expectation or there should 
be some unforeseen difficulty in collect- 
ing it. For—and this cannot be empha- 
sized too often—our Social Security 
System, like that of every other country 
we know of, is essentially a pay-as-you- 
go operation without real reserves. 


Perhaps the neatest way of showing 
the utter impossibility of creating 
“proper” reserves in the actuarial sense 
is that sketched by A. Lemonnier in a 
recent article in the French Institute of 
Actuaries’ journal.® Suppose a country’s 
active employees agreed to be taxed on 
their wages in such a way that the re- 
sulting aggregate tax would produce an 
income equal to, say, 30% of the na- 
tional average wage for all individuals 
over age 65 and disabled individuals 
over age 50. Then the tax would run at 
the annual rate of about one-quarter of 
the desired 30% in a mature population. 
If it were desired also to give 20% pen- 
sions to all widows of wage earners this 
one-quarter would be raised to about 
one-third. In this latter case—which is 
not far removed from that of our own 
Social Security Act—the tax on em- 
ployees would be 10% of payroll (our 
Act provides for a 9% employer-em- 
ployee tax in 1969 and thereafter) . 


3Under its previous title Trust Companies. 


‘Misconceptions and missing perceptions of our 
Social Security System. 


5Note sur l’assurance de repartition. Bull. trim. 
Inst. Actu. Francais, 70, 1959, 27-33. 
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Now suppose it were desired to reduce 
the 10% payroll tax to 6% and pick up 
the other 4% from a trust fund raised 
from general revenue or otherwise. If in- 
terest at 3% were assumed (as it is in 
the Social Security calculations) this 
would imply an aggregate trust fund of 
sixteen months’ taxable payrolls. In our 
own case this would mean a trust fund of 
about $215 billion. Quite apart from the 
difficulty of raising such a sum of money 
from taxes, its investment—or, put an- 
other way, its absorption in the overall 
national debt—would present a difficult 
problem. 


And notice that this enormous fund 


still leaves the social security tax at 6% 
of taxable payroll—the joint rate which 
employers and employees in our own 
system will begin to pay only next 
month. This leads to another point made 
by Ray Peterson in the article already 
cited. The 9% of taxable payroll which 
U. S. employers and employees will 
eventually be paying will not provide the 
average new entrant in 1969 and there- 
after with benefits equivalent to his (and 
his employers’) contributions. In fact, 
calculations made by the Social Security 
Administration’s Actuary before the 
1958 amendments indicated that the av- 
erage new entrant and his employer were 
already paying for 169% of the benefits 
to be received. This percentage will go 
up as we approach 1969 and with every 
addition to the benefit schedules—made 
regularly each year. The question is 
whether the whole system will come into 
disrepute among the younger employees 
who will soon be paying in, perhaps, 
twice what they may expect to get out of 
it. 

One answer to this is that employees 
in just about every one of the more ad- 
vanced countries of the world—includ- 
ing the Soviet Union® will soon be, 
if they are not already, in much the same 
position. And acutaries in this country 
are not the only ones to point out the 
dangers ahead. Last May the Institute 
of Actuaries and The Faculty of Ac- 
tuaries in Scotland jointly issued a book- 
let called National Pensions in which 
they drew attention to the dangers of a 
social security system under which, as 
in the U. S. and Britain, “promises of 
increases can be given without incurring 
any immediate cost.” 





In assessing whether future genera- 
tions of workers will pay a social secur- 
ity tax of about double the value of the 


SAs we learn from an instructive paper by Robert 
J. Myers (Economic Security in the Soviet Union) 
presented to the November meeting of the Society 
of Actuaries. 


eventual benefits they are to receive, it is 
well to remember how relatively low our 
own 9% tax rate is in comparison with 
what other countries are already paying. 
In Brazil, for example, employees pay 
8% of wages and this is matched by 
the employer and the government, a total 
of 24%. In return individuals receive a 
pension of two-thirds of final-3-year- 
average pay (with one-half reverting to 
a widow). It is, perhaps, no coincidence 
to find that when our 30% pension rate 
is more than doubled so must the con- 
tribution rate be. At the other end of the 
alphabet — and the world — Yugoslavia 
grants a 70% pension after 35 years of 
employment and age 55 and collects a 
24% payroll tax from the employer 
(only). This and other interesting in- 
formation can be found in the U. S. De- 
partment of Health, Education, and Wel- 
fare’s $1.00 publication Social Security 
Programs Throughout the World 1958. 
Its figures lead inexorably to the con- 
clusion that there is little to stop the “im- 
provement” of our Social Security at the 
cost of future generations of employees! 


Pension Funds and Economic Power 


The Twentieth Century Fund has just 
publisher a book by Paul P. Harbrecht, 
S. J., with the above title. The study is 
designed to draw attention to certain 
weaknesses of industrial pension plans. 
These include the ambiguity of owner- 
ship of their assets, the danger that an 
employer may “unfund” in times of de- 
pression, and the restrictions set on re- 
ceipt of benefits (e.g., lack of vesting). 
The study also considers the influential 
position of uninsured pension trusts in 
the capital market, and shows how this 
is an example of the passage of our 
society from a property system to a 
power system. 
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PROFIT IN ESTATES & TRUSTS 
(Continued from page 1193) 


brackets and the heir is in high brackets, 
the executor can distribute appreciated 
property in satisfaction of a legatee’s 
claim in such an amount as to result in 
taxation of the resultant gain at less than 
the 25% maximum long term capital 
gains rate. The legatee then has a 
stepped-up basis for the property upon a 
subsequent sale of it. 

3. If the fiduciary holds appreciated 
property subject to an allowance for de- 
preciation or depletion, it can limit tax- 
ation on the appreciation realized upon 
a taxable distribution to the 25% rate, 
whereas the distributee is thus given a 
stepped-up basis against which deprecia- 
tion or depletion deductions may be 
taken at high surtax bracket rates.1® 


Installment Obligations and 
Receivables 


Another trap for the unwary is the 
distribution of installment obligations 
by an estate or trust. Although death is 
not a “disposition” of such obligations 
resulting in acceleration of unreported 
gain under Section 453(d) of the 1954 
Code, transmission by the fiduciary to 
a beneficiary or from the executor to 
the trustees of a testamentary trust has 
been held to be a “disposition” of the 
obligations for this purpose.’® Accord- 
ingly, the timing of such a distribution 
can be all important. 

Often an estate which holds notes or 
other receivables will secure a death tax 
valuation susbtantially below the face 
amount of the receivables. If and when 
the obligations are paid at par by the 
debtor, the increment over the value as 
so determined for death tax purposes 





18SThe provisions of Section 1239, Internal Revenue 
Code of 1954, which turn gain realized on a sale of 
depreciable property into ordinary income when the 
sale is between certain classes of related persons, do 
not apply in this instance. 

Revenue Ruling 55-159, 1955-1 C.B. 391; Rogers 
v. Comm., 143 F. 2d 695 (2d Cir., 1944), cert. den., 
323 U.S. 780 and H. F. Shannon, 29 T.C. 702 (1958). 


will be taxed as ordinary income rather 
than capital gain. The reason is that the 
payment of the obligation by the debtor 
is not a “sale or exchange” giving rise 
to capital gains treatment.*° According- 
ly, in many instances, depending on the 
applicable death and income tax bracket 
rates and the likelihood of payment of 
the obligation at par, it may be unwise 
to secure a discounted valuation. 
Dangerous, also, is the practice of se- 
curing an unrealistically low valuation 
for inheritance tax purposes when “pick- 
up’ tax?! provisions are applicable. If 
the state valuation is too low, it will not 
be followed for Federal estate tax pur- 
poses and the operation of the “pick- 
up” tax will largely, if not completely, 
nullify the saving in state inheritance 
tax.2* Accordingly, upon a later sale of 
the property, a substantial state income 
tax may have to be paid even though 
the property is sold at a price equal to its 
Federal estate tax valuation and even 
though no inheritance tax is saved by 
the initial low state valuation. Also the 
basis for depreciable or depletable prop- 
erty may be adversely low for state in- 
come tax purposes in such instances. 


Other Recent Saving Developments 


Of particular interest is the decision 
in United States v. Dagmar C. Cooke,** 
which has recently been followed by the 
District Court for the Northern District 
of California.“ By will the taxpayer 
was left a legal life estate in stock with 
the remainder after her death left to such 
of her children (or issue of deceased 
children by right of representation) as 
are then living. The corporation was li- 
quidated and a substantial capital gain 


20John W. Herbert Estate v. Comm., 139 F. 2d 756 
(3rd Cir., 1943), cert. den., 322 U.S. 752. 

2le.g. Calif. Revenue and Taxation Code, Section 
13,441. 

22Revenue and Taxation Code, Section 18,045; and 
Reg. 17746(a) (3). 

23298 F. 2d 667 (9th Cir. 1955), aff’g, 115 Fed. 
Supp. 830 (D. Hawaii, 1953). 

24de Bonchamps v. United States, 58-1 U.S.T.C. 
Para. 9325 (1958). 
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realied upon the consequent redemption 
of the stock. It was held that the tax- 
payer was not liable for the capital 
gains tax. The court rejected the argu- 
ment that she was to be treated as a 
trustee for the benefit of the remainder- 
men and thus bound to pay the tax. Pre- 
sumably, this gain will escape taxation 
altogether, and if so the use of legal life 
estates may become increasingly popu- 
lar. 

In General Shoe Corp. v. United 
States,”° the taxpayer, in lieu of making 
cash contributions to its qualified pen- 
sion trust, transferred land and fac- 
tories used by it to the trustees and 
claimed deduction for such contributions 
based on the then appraised value of 
the properties which was in excess of 
depreciated basis. It then leased the 
properties back for 20 years at fair ren- 
tal rates. In holding that the taxpayer 
did not realize any taxable gain on ac- 
count of the transfers, the Court found 
that it did not have any legal obliga- 
tion to make a contribution of a set sum 
under the pension plan and, according- 
ly, did not. satisfy a debt by the trans- 
fer of the appreciated property. The 
Government has recently appealed this 
decision to the Court of Appeals for the 


Fed. Supp.— (59-1 U.S.T.C. Para: 9178) (M.D. 
Tenn., 1959). 
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Sixth Circuit. Should the result be up- 
held on appeal and followed in other 
jurisdictions, it provides most interest- 
ing possibilities for the use of appreci- 
ated property to provide ordinary in- 
come deductions based on fair market 
value without commensurate taxation of 
the appreciation. 

A close analogy is provided by the 
general rule that no gain is realized on 
the contribution of appreciated proper- 
ty to charity even though the deduction 
is based on fair market value at the time 
of the gift.*° In Revenue Ruling 55-410, 
1955-1 C.B. 297, the Service held that if 
a stated sum is pledged to a charity and 
if the pledge is later satisfied with ap- 
preciated or depreciated property, no 
gain or loss is realized on account of 
such satisfaction. This ruling is of par- 
ticular interest in view of the fact that 
the courts have generally held such a 
pledge to create a binding debt.?* 

See, inter alia, Campbell v. Prothro, 53-1 U.S. 
T.C. Para. 9130 (N.D. Tex., 1952), aff'd. 209 F. 2d 
331 (5th Cir., 1954); White v. Broderick, 104 F. 
Supp. 213 (D. Kans., 1952), appeal to 10th Circuit 
dismissed, 198 F. 2d 751; and Revenue Ruling 55-138, 
1955-1 C.B. 223. 

27See also Herff v. Rountree, 140 Fed. Supp. 401 
(M.D. Tenn., 1956), appeal to 6th Circuit dismissed, 
December 12, 1957, involving the transfer of mort- 
gaged property to a charity subject to the retention 
of a life estate and gifts of additional sums which 
the university used to satisfy the encumbrances on 
the property. The taxpayer was held to have realized 


income to the extent that the payments discharged 
a lien against his retained life estate. 
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One possibility offering substantial 
tax advantages is the sale by the heir or 
beneficiary of his life estate or re- 
mainder interest. The proceeds from the 
sale of a life estate are capital gain, and 
the purchaser is allowed to amortize the 
cost over the expectant period of the in- 
terest purchased. The life tenant thus 
turns ordinary income to be realized 
over a period of time into immediate 
cash with any gain limited to capital 
gains tax rates. Even though the life es- 
tate is sold to the remainderman, the 
latter is permitted to amortize the cost.7* 
Another possibility is the exchange of a 
remainder interest for a life estate.?® 


°8See, inter alia, Sayers F. Harman, 4 T.C. 335, 
(1944) Aecq.; McAllister v. Comm., 157 F. 2d 235 
(2d Cir., 1946), rev’g, 5 T.C. 714 (1945); cert. den., 
330 U.S. 826; Laird Bell v. Harrison, 108 F. Supp. 
300 (N.D. IIl., 1952), aff’d, 212 F. 2d 253 (7th Cir., 
1954). Worthy of consideration in this regard are 
the various decisions dealing with the question of 
gain or loss when property is exchanged for a pri- 
vate annuity and the consequent effects on basis. 
Thomas H. Martin, 7 B.T.A. 72 (1927), aff’d, 28 F. 
2d) 748 (8th Cir., 1928); Frank C. Deering, 40 
B.T.A, 984 (1939), Acq.; D. Bruce Forrester, 4 T.C. 
907 (1945), Acq.; Citizens National Bank v. Comm., 
122 F. 2d 1011 (8th Cir., 1941); cert. den., 315 U.S. 
822; Donald Sheridan, 18 T.C. 381 (1952), Acq.; 
Kaufman’s, Inc., 28 T.C. 1179 (1957), Acq.; and 
Revenue Ruling 55-119, 1955-1 C.B. 352. 

2°The estate tax consequences of such a transfer 
are illustrated by Olson, Admr. v. Reismer, 59-1 
U.S.T.C. Para. 11,859 (E.D. Wisc., 1959). From an 
income tax standpoint, this exchange will be a real- 
izing transaction and, logically, the then fair mar- 
ket value of the life estate should be amortizable by 
the former remainderman. 


A A A 


TRUST PROMOTION COURSES SET 


The 40th Personalized Trust Sales and 
Estate Planning Training Class con- 
ducted by Kennedy Sinclaire, Inc., will be 
held from March 13 through March 25. 
Its 14th Trust Sales and Estate Plan- 
ning Seminar will be held from April 
25 through April 28. The latter course 
is designed particularly for the part- 
time new business man, the commercial 
officer, and the administrative man who 
does some selling. To date 507 trust men 
and women have received sales training 
in the trust field at Kennedy Sinclaire 
classes. 


POST-MORTEM PLANNING 
(Continued from page 1196) 


provide for such recognition during such 
period of time as is actually required 
by the fiduciary to perform the ordinary 
duties. 

My policy has been, in those cases 
where holding the estate open was oi 
any advantage, to do so at least until 
the federal estate tax return has been 
finally audited and accepted. For this 
reason I seldom if ever ask for an early 
audit. No court is going to be critical 
of the executor for not closing the 
estate prior to the settlement of the 
federal death taxes. In fact the execu- 
tor does so at his personal risk. 


Use of Rulings 


In matters where heavy taxes are 
involved, consider whether it is a 
question the Service will rule upon. If 
it is a proper field for a ruling from 
Washington then go this route. However, 
it is important first to obtain an indi- 
cation as to whether the Service will 
rule favorably on the matter. If their 
reaction is adverse, change the offen- 
sive portion so that it is acceptable. If 
this is not possible, be forewarned as 
to the dangers but don’t file a ruling 
request. Under present Service policy, 
once a ruling request is filed, it cannot 
be withdrawn. An adverse ruling will 
be sent to the local office, and you will 
have no chance to settle with the agent, 
the appellate division, or the regional 
counsel’s office. 


A AA 


e American Commercial Bank of Char- 
lotte has announced its 1960 Will and 
Trust Drafting Contest among the law 
students of the University of North 
Carolina, Duke and Wake Forest. The 
bank awards $200 to the best entry, 
$100 to the runner-up, and $50 as four 
additional prizes. Judges are three Char- 
lotte attorneys. 
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FINDING AND SELLING TRUST PROSPECTS 


New Business Emphasized at FPRA Trust Departmentals 


‘HE WAGGING TONGUE OF A SATISFIED 
7 ane is the best advertising in 
the world,” Kenneth I. Todd, trust offi- 
cer of Valley National Bank in Phoenix, 
told the trust departmental at the an- 
nual convention of the Financial Public 
Relations Association held November 3 
at Bal Harbour, Fla.* A good trust pros- 
pect list can be developed through the 
cooperation of commercial officers and 
personnel and the bank’s directors and 
top administrative officers, he said. En- 
thusiasm can be engendered by talks at 
officer, branch and department meetings, 
by circulation of memoranda and copies 
of trust advertising, and by close liason 
with the loan officers. A realistic credit 
program for bank personnel with incen- 
tives and information about results is 
bound to increase the list of qualified 
prospects. 

Third party influence obtained through 
cooperation with attorneys, life under- 
writers and accountants should be en- 
couraged constantly. Direct mail adver- 
tising can be supplemented effectively 
with newspaper copy, blow-ups dis- 
played in conspicuous places, and signs 
on officers’ desks. 

It is sometimes good selling for the 
business development man to introduce 
the real specialists of the trust depart- 
ment to a good trust or agency prospect. 
Fine will appointments may come from 
the good impression made by probate 
administrators on the lawyers connected 
with the estates handled. Moreover, the 
administrative officers are primarily re- 
sponsible for the satisfied customers. 


Talks before clubs and forums can be 
truly effective. A series of week-day eve- 
ning conferences for small groups of 
doctors and their wives sponsored by 
the speaker’s bank attracted 40% of at- 
tendance from people who had no pre- 
vious affiliation with the bank. Of the 
60% who were bank customers, about 
one third were already in the trust fold, 
and half of the others (or 20% of total 
attendance) were obtained as new trust 
customers. Some other new trust cus- 
tomers had never been bank customers. 
The average estate exceeded $300,000. 

*The 1960 convention will be held in Boston, 


October 30 to November 3, a change from the orig- 
inal announcement. 
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New officers of the Financial Public Relations Association are (1, to r.): president Reéd 





Sass, vice president, Fort Worth National Bank; first vice president Jordan J. Crouch, vice 

president, First National Bank of Nevada, Reno; second vice president John P. Anderson, 

vice president, First National Bank of Passaic County, Paterson, N. J.; third vice president 

Ernest G. Gearhart, vice president, First National Bank, Miami; treasurer Robert A. 
Bachle, vice president, National Boulevard Bank. Chicago. 





The selection and training of trust 
new business men is the top rung of the 
ladder to successful selling. B. W. Barn- 
ard, vice chairman, American Commer- 
cial Bank, Charlotte, informed the aud- 
ience. Almost anybody can become a 
successful trust business salesman, but 
the important thing is to catch them 
young and educate them. They must 
learn not to argue but to explain, to be 
simple and logical, to be specific, to be 
persuasive but with good terminal facili- 
ties, and to compliment the prospect on 
what he has already done and then point 
the way to improvement. “The magic in- 
gredient is to put people ahead of prop- 


erty.” 


Trust selling to the “ready-made” 
prospects was discussed by Burns W. 
Swenson, vice president, Northwestern 
National Bank, Minneapolis. Citing the 
case of a profit-sharing account cus- 
tomer who five years later filed with the 
bank a million dollar will, Mr. Swenson 
noted that the pension and profit-sharing 
men in the bank have a “duty” to be 
part of the trust selling team. A recent 
survey of his bank’s operations over a 
five year period showed the average in- 
crease in selected accounts below $50.- 
000 to be 225%. “This did not just hap- 
pen.” The tax men, who are in a good 
position to see sources for new trusts 
and special agencies, working as they 
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William C. Fenniman, vice president, Connecticut Bank & Trust Co., Hartford, addresses 

a trust development departmental at the FPRA convention. Seated are (1. to r.): Kenneth 

I. Todd, trust officer, Valley National Bank, Phoenix; Ralph E. Scott, vice president and 
trust officer, First National Bank, Dallas. 
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do with confidential figures, made sug- 
gestions to customers. They take on new 
stature when they produce paying trust 
business. 

Investment men suggested new ideas 
that led customers to add to trust depart- 
ment accounts from outside portfolios or 
accumulated cash or “a wad of E 
bonds.” Every officer should have a sup- 
ply of receipt forms in his secretary’s 
desk, Mr. Swensen advised, so a cus- 
tomer can make an addition to his ac- 
count and in a matter of minutes have 
a receipt in his pocket. 

The administrative officer knows his 
customers more intimately than anyone 
else in the department. He has oppor- 
tunities to discuss using part of income 
for additions to principal or making 
transfers from other holdings or income. 
This can be done either regularly or 
periodically according to the customer’s 
situation. 

The total of these additions may bal- 
ance the normal principal withdrawals 
and terminations. “It can well be too 
late to make the acquaintance of a re- 
mainder beneficiary after the death of 
the life tenant.” The administrative offi- 
cer may have opportunity to obtain new 
accounts from beneficiaries from: prop- 
erty already in their name; cash pro- 
ceeds of life insurance; joint tenancies; 
other funds of the family group. 

One of the “heavyweight” ideas offer- 
ed by the speaker was that investment 
men should meet directly with their cus- 
tomers rather than passing on invest- 
ment ideas through an administrative 
officer. “Investment people are in an 





B. W. Barnard, vice chair- 
man of the board, Amer- 
ican Commercial Bank, 
Charlotte, N. C., explains 
trust selling at a trust de- 
velopment departmental 
session of the FPRA con- 


vention. 





excellent position to suggest new invest- 
ment ideas calling for additional cash in- 
vestment . . . can ask about outside hold- 
ings in order to advise properly on new 
investments to be made. There are few 
discretionary or administrative prob- 
lems and the investment man, after all, 
has a direct responsibility for spending 
the customer’s money. The administra- 
tive man would gain more time for 
trusts, estates and new business. 

The other major suggestion offered by 
Mr. Swenson was to let it be known that 
the trust department would assist anyone 
who wanted to sell his business. In this 
case the fee—if any—would be relative- 
ly unimportant. A successful consumma- 
tion of the sale, resulting in either lump 
sum or contract cash payments, would 
mean: a good impression on the owner; 
a tremendous potential for new trust and 
banking accounts; and a new source of 
income, if a fee is charged. Contract pay- 
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ments could be set up to go directly to 
the trust department for the customer’s 
trust or investment agency account. Fur- 
ther opportunities can be developed 
through assisting in the public under- 
writing of a closely held corporation. 
“What a list of prospects if you are on 
the inside!” And the purchaser is a new 
ready-made prospect for both banking 
and trust accounts. Here is a chance to 
be popular with the commercial officers. 

Among the projects reported by 
Harold W. Lewis, vice president, First 
National Bank, Chicago, in his address 
on public relations was his bank’s pro- 
gram for women, a half-day affair, start- 
ing at 10:00 in the morning and termi- 
nating after luncheon. In the morning 
the head of the trust department presides 
and trust officers present two subjects: 
“The Objectives of Estate Planning” and 
“A Conservative Investment Program.” 
At luncheon the president presides and 
officers who handle women’s accounts 
are present. Afterwards any women who 
wish may tour the bank. The press is in- 
vited to these events. 

Various means of keeping officers in- 
formed as to bank and department 
policies were discussed by Lawrence D. 
Pritchard, vice president, Bank of 
America, San Francisco. In addition to 
putting policies in writing for a manual 
of standard practices and using bulle- 
tins, employee magazines and annual re- 
ports, the speaker suggested an advisory 
council of branch managers, junior ad- 
visory councils, and a monthly manage- 
ment forum. Special reports can include 
new developments in the trust field. Most 
important, there is time and opportunity 
for questions and feedback. 


A AA 


e Bank of America NT&SA, San Fran- 
cisco, took first place for bank reports in 
the national contest sponsored by The 
Score. First National Bank of St. Louis 
was second. 
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ORE THAN 100 TRUST MEN AND 
M women had registered for the 3lst 
Trust Conference of the New Jersey 
Bankers Association when William E. 
Abel, vice president and trust officer, 
Trust Company of Morris County, 
Morristown, called the first session to 
order in the Shelburne Hotel of Atlantic 
City on November 18. 


Joseph H. Wolfe, secretary of the 
A.B.A. Trust Division, led off with a 
discussion of “Training Trust Person- 
nel.” The tremendous growth of trust 
business in both size and new services 
over the past 25 years makes the re- 
cruitment and training of personnel even 
more pressing than the admittedly im- 
portant areas of costs, investments, elec- 
tronics and new business, he said. Low 
salaries and a long period before attain- 
ing officer status add to the problem. 
Mr. Wolfe described the existing oppor- 
tunities for training on the local, region- 
al and national levels and then gave a 
more detailed account of the National 
Trust School* which, he said, had re- 
ceived 69 applications already and ex- 
pects to limit the registration for 1960 
to 200. 


The “Prospects and Problems of Vari- 
able Annuities” were discussed by Dr. 
Solomon J. Flink, chairman of the de- 
partment of economics, School of Busi- 
ness Administration, Rutgers, whose 
paper is presented at page 1275. Dr. 
Flink raised questions about the effect 
of this type of retirement fund upon 
both the stock and bond markets, as in- 
vestments could become blocked in and 
thereby magnify market movements, 
either up or down. The objective of var- 
iable annuities is excellent, he said, but 
the method of working it out has yet to 
be tested and success will depend not 
only on what the insurance and the trust 
companies do, but also on what the 
supervisory authorities do or don’t do. 


Apportionment of Stock Dividends 


The last topic of the morning was 
“Our Obligation to Apportion Stock 
Dividends,” presented by Thomas N. 
Bantivoglio, Camden attorney. The New 
Jersey Apportionment Act of 1952 ap- 
plies to estates of decedents after that 
date or to trusts established since then, 
he stated, in the absence of contrary spe- 
cific language in the document. The New 


*T&E, May ’59, page 420. 
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Stock Dividends, Keogh Trusts, Tax Hints 


Discussed at New Jersey Conference 


Jersey rule is founded on the principle 
of preserving the trust corpus while at 
the same time giving the life tenant a 
fair deal on earnings during his life. 
All stock dividends become part of the 
corpus, but are subject to a charge in 
favor of the life tenant, this adjustment 
being made in cash. The date of record 
for the stock dividend rather than the 
date of payment determines who are the 
owners. 

Three cases are significant for New 
Jersey fiduciaries, the speaker said: 

The Wehrhanes decision examined all 
the old law and brought it up to date. 
It based share value on market rather 
than on par. The court enunciated a 
sort of “last in first out” rule, taking 
earnings of most recent years for reim- 
bursement of the life tenant. Retained 
earnings are not involved until the cor- 
poration decides to distribute them, but 
when that time comes, the mere use 
of the form of stock instead of cash does 
not vitiate the basic principle. Earnings 
obtained before the establishment of the 
trust will be allocated to corpus, but 
earnings (not capital gains) during the 
period of the trust will mean compensa- 
tion for the life tenant. 

The Terhune decision involved a cor- 
poration transfer of $50 per share out 
of earned surplus of which only $15 
was paid into the capital stock account 
and $35 was put in capital surplus ac- 
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count. The court found that the trustee 
should consider only the $15 value in 
determining rights of the life beneficiary 
as the capital surplus account was avail- 
able for future dividends under the state 
law even though such action was not 
permitted by the stock exchange. The 
trustee therefore must study the method 
of transferring funds within each com- 
pany and under the laws of its state of 
incorporation. This is an unfair burden 
on the trustee, the speaker maintained, 
but in the light of the Terhune case must 
be considered the law of New Jersey. 


In the Fera estate, where the will 
created a trust from which the life ten- 
ant was to receive the “whole net in- 
come,” the court ruled out participation 
by the life beneficiary in stock divi- 
dends. This was done on the basis that 
the testator was well informed on such 
matters and “net income” must be taken 
in its normal use. 

Wherever a corporation has a history 
of frequent stock dividends, the trustee 
will continue to have trouble, Mr. Ban- 
tivoglio advised. If there is an option to 
take cash, the dividend will be consid- 
ered as cash even if the owner elects to 
take it as stock. Life tenants may argue 
that trustees should sell investments that 
frequently offer dividends only in stock. 
The possibility of selling between the 
dates of declaration and of distribution 
may offer a way to circumvent the rule, 
but the trustee will be criticized what- 
ever the decision and it is probably best 
to retain the investment unless there is 
some other cause to sell. 

The speaker expressed the opinion 
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that the trend would be away from allo- 
cation details and toward the question 
of when to sell, or what is the proper 
investment. The problem will continue 
for 50 to 100 years, he observed, since 
corporations are seeking many new ways 
to help their stockholders obtain more 
money. 

The brief session for committee re- 
ports, following luncheon, included a 
recommendation for greater efforts at 
educating the public on fiduciary mat- 
ters. A state-wide get-together for pro- 
fessionals of the estate planning team, 
including a workshop on developing an 
estate plan. was suggested. This program 
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could then be carried to regional meet- 
ings and finally to the county level. It 
was thought that a library — or at the 
least a central index — of printed mate- 
rial for people interested in trust matters 
would also be highly valuable. 


Self-Retirement Trusts 


The pros and cons of Keogh-type 
trusts were presented by two speakers 
who had cooperatively planned their re- 
marks to bring out both the potential 
advantages and the pitfalls. Charles M. 
Bliss, executive vice president, Bank of 
New York, summarized the current 
status of the enabling legislation and the 
steps that his bank had taken over a 
two-year period to prepare for this type 
of business.* The subject would be in 
the news, regardless of the action of 
Congress, and therefore offered the basis 
for a good publicity program, he noted. 
The bank will offer services for the in- 
vestment of association funds, individual 
savings, and may have opportunity to 
do something through mutual fund 
shares. It will also have a master plan 
for pooling investment in a fixed income 
fund and a common stock fund with the 
proportions determined by each partici- 
pant regarding his own savings. Under 
the bill this must receive Federal Re- 
serve Board approval and may have to 
be cleared with the S. E. C. 

The bank has prepared forms — sub- 
ject to necessary changes when the bill 
becomes law — for an entry agreement, 
and a trust agreement. The many thou- 
sands of individual accounts for mutual 
funds already handled by the bank sug- 
gest the potential fee return from Keogh- 
type operations. There should be a con- 
stant build-up of volume. All manage- 
ment will be thoroughly informed about 
this program and regular advertising 
channels will be used. 

The new program supplements work 
already being done, Mr. Bliss said, and 
builds a good approach to professional 
prospects. The bank expects to operate 
the Keogh-type accounts at a profit and 
may be able to assist correspondent 
banks. A banker who cannot see in this 
field any business for his own institution 
will be in the position of having to re- 
commend either his correspondent bank 
or a mutual fund. 

Problems in the areas of solicitation, 
administration, investment and compen- 
sation were noted by William F. Dela- 
field, vice president, First Pennsylvania 
Banking & Trust Co., Philadelphia. De- 


posits may be small and yet have to be 


*Cf. T&E, March ’59, p. 253. 


managed for as much as 30 years, he 
pointed out. Solicitation of groups and 
associations is economical, but hardly of 
individuals. The competition of insur- 
ance companies and mutual funds must 
be considered when assessing the marke! 
for a particular trust instiution. There 
may be collateral advantages in manag- 
ing the estates of doctors and dentists, 
but those of independent businessmen 
may not be so profitable. 

In the administration of Keogh-type 
accounts there is the volume of deposit 
recording to consider and the need for 
a flexible valuation procedure (quarter- 
ly or monthly) because of varying re- 
tirement dates. The investment fund 
must be “qualified” and individual ac- 
count records have to be maintained. If 
a deposit proves to be in excess of 10% 
of the individual’s income, the excess 
must be returned with interest. Trust- 
men will probably have to interpret the 
act to customers and will have to watch 
the lifetime limit. Contributors over 50 
have special privileges, so age records 
must be kept. People who participate in 
a company plan and then go into busi- 
ness for themselves represent another 
problem, Mr. Delafield added. 

Provisions will be needed for mini- 
mum deposit, transfer of participants to 
other geographical areas, and termina- 
tions of accounts that are too small. 
Pooled investments — not yet permitted 
— will be needed for economy and the 
investments will have to be watched in 
regard to what is legally permissible. 
Consideration must be given to what 
rights of selection the participants will 
have and how often they will be per- 
mitted to change their instructions. 

Compensation for accounts of this na- 
ture must be adequate, but this raises 
difficulties since a minimum fee might 
in some cases equal the total amount 
contributed by a customer. A general 
percentage charge would have to be pro- 
rated, involving further expense. It 
would be extremely unwise, Mr. Dela- 
field observed, to accept this type of 
account at a loss with the hope of mak- 
ing up the difference on collateral busi- 
ness. However, the law will not be in 
effect before 1961 in his opinion, and 
meantime trustmen should investigate 
the situation thoroughly. 

In the discussion that followed it was 
brought out that a minimum fee in this 
connection will not work. Remuneration 
must be handled in some other way. The 
business has to be mass sold. Approval 
of variable annuities might assist the 
bank’s competitive position, but it stil! 
would have to offer the best plan in 
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order to win customers. A separate in- 
vestment fund was considered better 
than using an existing Common Trust 
Fund. Such a separate fund, it was 
agreed, might be operated as a kind of 
state-wide bank fiduciary fund, as well 
as by an individual trust institution. 


Tax Savings 
“Tax Savings Available Through Es- 


tate and Trust Administration,” dis- 
cussed by New York attorney William E. 
Murray, was the final subject of the day. 
It is sometimes possible to save more 
than the cost of administration, Mr. 
Murray stated, but to do this the admin- 
istrator must get started early enough. 
He must learn the amount of the estate 
and the tax brackets of beneficiaries, 
estimate the costs and taxes as soon as 
possible after the death of the testator, 
in order to decide whether to use a cal- 
endar year or a fiscal year. 

The claiming of administration costs 
as an income tax deduction will increase 
the net estate and therefore the maxi- 
mum marital deduction. Ideally the ex- 
ecutor should be given power to deter- 
mine the allocation of taxes and deduc- 
tions, as well as any compensatory ac- 
tion needed. 

Where beneficiaries vary as to income 
tax brackets, it is usually possible to dis- 
tribute income unequally. In this con- 
nection it is well to remember that a 
grand piano or the family car can be 
allocated as income distribution. In fact, 
actual distributions of this kind from an 
estate are treated as income unless they 
are in fulfillment of specific bequests — 
a reason why most wills should include 
specific bequests. 

If some assets of the estate have to 
be sold to raise cash, the choice of 
assets should be made early. Sometimes 
it is better to make the value of an 
asset higher for estate tax purposes 
rather than to pay more capital gains 
tax. 

One of the first decisions for the ex- 
ecutor is whether to file a joint income 
tax return with the widow, Mr. Murray 
said. There may be an estate tax situa- 
tion to consider as well as possible in- 
come tax advantages for the widow. The 
decedent’s salary can play a big part in 
determining the tax bracket, particular- 
ly if death takes place in the latter part 
of the year. Sometimes distributions to 
the widow can be balanced against 
medical and surgical expenses. 

If administration expenses are paid 
all in the last year of administration, 
the amount may be in excess of income. 
Where the beneficiaries are in a high 
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tax bracket, such excess which they can 
take over on their individual returns 
may prove advantageous tax wise. This 
kind of tax savings, however, requires a 
stable family unit, the speaker warned. 
Otherwise the executor may be in for 
“a lot of litigation.” 

In the discussion that followed, Mr. 
Murray pointed out that large estates 
with major amounts of tax exempt in- 
vestments can offer the opportunity to 
fund a testamentary trust with less built- 
in income tax liability. Again, however, 
he reminded his audience that some tax 
savings can be obtained only if the fam- 


ily is close-knit and cooperative. If the 

family is split in any way, the executor 

will have to “cut it right down the mid- 

dle” regardless of the tax effects. 
AAA 


e Corporate Fiduciaries Association of 
Wisconsin has elected: 

President: Joseph P. Ryan, vice presi- 
dent ond trust officer, National Manu- 
facturers Bank, Neenah 

Vice Pres.: James Ward Rector, vice 
president, First Wisconsin Trust Co., 
Milwaukee 

Sec.-Treas.: A. Robert Jones, vice 
president and trust officer, Bank of 
Madison 
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ESTATE PLANNING COUNCIL ACTIVITIES 


Another among the Life Insurance 
and Trust Councils to change its name 
to Estate Planning Council and include 
attorneys and accountants in its mem- 
bership is the St. Louis council which 
approved this action at its November 
17th meeting. 

On the basis of information available 
to TRUSTS AND EsTATEs, there are 108 
councils in the United States and 
Canada, including 10 believed to be in- 
active. Of the total, only 15 are now 
limited to underwriters and trustmen. A 
sampling of 34 councils with approxi- 
mately 4,000 members shows that insur- 
ance men comprise 45% of the total, 
lawyers 23%, trust officers 22% and ac- 
countants 10%. 

Central Arizona (Phoenix) — On 
November 2, John U. Vinson, staff at- 
torney and field director for the Arizona 
Agency of Northwestern Mutual Life In- 
surance Co., spoke on “Stock Redemp- 
tion.” 

Southern Arizona (Tucson) — On 
November 16, George Read Carlock, 
Phoenix attorney, spoke on “Syndicate 
Purchase and Ownership of Real Prop- 
erty.” The article on “Pour-Over Wills— 
and the Statutory Blessing” from Octo- 
ber issue of TRUSTS AND ESTATES was re- 
viewed by Jerry Sonnenblick, Tucson at- 
torney and a member of the Council. 

Central Arkansas (Little Rock)—On 
November 5, Congressman Wilbur D. 
Mills spoke on “Tax Legislation in the 
1959 Congress.” He devoted a substan- 
tial part of his address to the problem 
of revising the Revenue Code. In his 
opinion, a complete revision of the tax 
laws, including a broadening of the base 
of the tax structure, is desirable and in 
time must be accomplished. 

East Bay (Oakland, Cal.) — On 
November 9 and 24, Richard W. John- 
son of Lincoln National Life Insurance 
Co., led discussions on “Executive Re- 
tirement through the Combination Pen- 
sion Trust.” 

Fresno, Cal. — On November 17, 
David J. Flynn, trust officer, First West- 
ern Bank & Trust Co., San Francisco, 
discussed “The Prudent Man Rule.” 

Santa Clara County (San Jose, Cal.) 
—On November 23, John M. Compton, 
attorney (formerly with the Internal 
Revenue Service) spoke on “Federal 
Estate Tax Returns.” 

Denver, Colo. — On November 18, 
James Gram, C.P.A., of Detroit, spoke on 
“Current Tax Developments and Prob- 
lems in Estate Planning.” He pointed 


out that more and more people every 
year are finding estate planning im- 
portant, primarily owing to inflation. He 
noted the many advantages of the ir- 
revocable inter vivos trust and referred 
those interested to the discussion of the 
State Street Trust Co. case in Trusts 
AND EstaTEs (Oct. ’59 p.972). His clos- 
ing remarks were directed to the estate 
planning problems involved with respect 
to the corporate executive and to the 
owners of closely-held corporations, with 
particular regard to the funding of stock 
redemption agreements with life insur- 
ance. 

New Haven, Conn.—On November 9. 
Charles Lindberg, district group pension 
manager of the Connecticut General Life 
Insurance Co., spoke on types of pension 
funding, pension versus profit sharing, 
and some differences in insured versus 
non-insured plans. 

Central Florida (Orlando) — On 
November 19, Kenneth Black, professor 
of law at the University of Florida, 
Gainesville, discussed the right way to 
set up a partnership agreement, pitfalls 
to be avoided, tax angles, and ways to 
provide for special problems encoun- 
tered in planning estates for professional 
men. 

Hawaii (Honolulu) — On November 
19, Henry J. Sebastian, C.P.A., spoke on 
“The Use of Stock Redemption in Estate 
Planning.” 

Fort Wayne, Ind.—On November 9, 
“Short Term Trusts” were discussed by 
a panel consisting of Paul Philips. attor- 
ney; Leo Mascotte, insurance; John 
Hoffman, attorney; Lloyd Beatty, vice 
president, Lincoln National Bank & 
Trust Co.; James Dewald, C.P.A. 

Indianapolis, Ind.—On November 19 
the need for proper estate planning was 
again forcibly brought out by a panel of 
local trust men consisting of: Kenneth 
L. Peek, Indiana National Bank; Lyman 
Wolfla, American Fletcher National 
Bank; and Paul Rawley, Merchants Na- 
tional Bank. 

South Bend, Ind—On November 23, 
a panel discussion of profit sharing plans 
was moderated by John L. Carey, at- 
torney. Panel members were John J. 
Dobson, Frederick K. Baer and Frank 
EF. Sullivan. 

Des Moines, Ia. — On November 2, 
Sidney B. Smith spoke on “Private An- 
nuities.”” 

Boston, Mass. — On November 12, 
Richard J. Congleton, general attorney, 
Prudential Insurance Co. of America, 
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and Milton A. Ellis, actuary, and third 
vice president, Metropolitan Life Insur- 
ance Co., discussed “The Variable An- 
nuity.” This subject, the secretary said, 
“has aroused more interest and com- 
ment than nearly any other.” The meet- 
ing was held jointly with the Boston 
Chapter of Chartered Life Underwriters. 

St. Louis, Mo.—See lead paragraph 
above. 

Fargo-Moorhead, N. D.—On Novem- 
ber 9, James Krause, member of the 
Minnesota Bar, spoke on “The Use of 
Trusts in Personal Estate Planning.” Mr. 
Krause, a former trust officer, is now 
practicing law and is acting head of the 
business economics department at Con- 
cordia College. 

Cleveland, O.—The Cleveland Society 
of Estate Analysts heard an address on 
November 9 from Bennet Kleinman on 
buy-sell agreements. Mr. Kleinman dis- 
cussed of the new _ problems, 
methods of funding, and “Revenue 
blessed procedures.” He dealt with re- 
cent rulings and some new constructive 
dividend cases. 

Dayton, O.—On November 17, Eu- 
gene C. Leslie. advanced underwriting 
specialist from the home office of North- 
western Mutual Life Insurance Co., spoke 
on “Professional Partnerships.” 

Pittsburgh, Pa~—On November 2, Dr. 
Davis W. Gregg, C.L.U., president of the 
American College of Life Underwriters, 
spoke on “How Does Life Insurance 
Measure Up As An Investment?” 

Dallas, Tex.—Robert J. Lawthers of 
New England Mutual Life Insurance Co. 
spoke on “Buy and Sell Agreements.” 

El Paso, Tex—On November 19, 
Frank Keton III, C.P.A., discussed “The 
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Gordon H. Lynch (left), of Ambler, Pa., 
is presented with the Fidelity-Philadelphia 
Trust Co.’s seventh four-year Chartered Life 
Underwriter scholarship by Frederick G. 
Rogers (right), Fidelity vice president, at 
a luncheon sponsored by the Philadelphia 
Association of Life Underwriters. Lynch will 
study at the Wharton School of the Uni- 
versity of Pennsylvania. Looking on is Wil- 
liam G. Pierce, CLU, president of the Asso- 
ciation and general agent for The Fidelity 
Mutual Life Insurance Co., with whom 
Lynch is associated. 
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Statutory Structure of the Estate and 
Gift Tax.” 


A program for the 1959-60 season 
has been published with the subjects 
and speakers for each meeting as well as 
their qualifications and photographs. 
The officers and board of governors are 
listed and the names of all members, 
divided under the headings of trust offi- 
cers, attorney at law, life underwriters, 
chartered life underwriters, certified 
public accountants and accountants. A 
statement concerning the council’s for- 
mation, membership and achievements 
is also included. 

Fort Worth, Tex.—On November 12. 
J. W. Riehm, dean of the School of Law. 
Southern Methodist University, Dallas. 
spoke on “Planning May Avoid Pitfalls 
in Filing Federal Estate Tax Returns 
and Estate Income Tax Returns.” 

San Antonio, Tex.—On November 17 
Harvie Branscomb, Jr.. Corpus Christi 
attorney, spoke on “Gifts to Minors.” 

Madison, Wis. — On November 16. 
William B. Lynch, associate, Seefurth & 
McGivern Consulting Services, Chicago 
and Milwaukee, spoke on “Private An- 
nuities,” continuing the general 1959-60 
theme of “Deferred Compensation.” 

Toronto, Ont—On November 3, a 
panel discussion provided the first of 
a series of meetings concerned with 
planning the estate of a 48-year-old 
client with wife and four children and 
the owner of a $600,000 business. Panel 
members were Ted Hill of National 
Trust Co., Ltd.; Howard Crofts of Elder. 
Donaldson & Crofts; and Lusk Hardy of 
Imperial Life. 
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TRUSTEE PRODUCES OPERA 
(Continued from page 1190) 
about by the heroic efforts of his cour- 
ageous widow. The only way she could 
achieve this performance, which she felt 
all along would assure him the true 
recognition of his musical genius, was 
through the medium of a trust. As her 
friend and trustee, we felt obligated to 
honor her request to see that this opera 
received a one-night, full-scale perform- 
ance, as she directed. It cost over $60.- 
000—hardly a high school operetta. 
We join her in the hope that the October 
28 presentation will lead to a renewed 
interest in and further production of 
all the musical works of Carl Venth. 
This eventuality is supported by the 
acclaim of the critics of newspapers in 
Dallas, as well as San Antonio, who were 
among the capacity crowd of more than 
5,000 music lovers in the San Antonio 
Municipal Auditorium on that evening. 
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HERE IS A GREAT DEAL OF DISCUSSION 
T going on these days among trustmen 
and attorneys about the necessity of do- 
ing something about the mess that has 
been created by different and not always 
realistic court decisions as to whether 
a particular stock distribution is a stock 
split or a stock dividend, in whole or in 
part, and what are the consequences to 
trust beneficiaries of a decision either 
way. The two excellent speeches of Dean 
Niles and Professor Dunham, delivered 
at the annual meeting of the American 
Bar Association (T.&E. Oct. 1959, pp. 
924 and 932) provide many thoughtful 
suggestions as to possible solutions. This 
dilemma not only puts trustees to con- 
siderable expense both from the admin- 
istrative and operational angles but also 
holds within itself the seeds of ill-will 
of both income beneficiaries and remain- 
dermen. 


It seems extraordinary that there 
should be two such differing views as to 
what the law is, or should be, that in the 
case of the General Electric stock distri- 
bution of 1954 the New York Court of 
Appeals found this to be a sotck divi- 
dend as to seven-twelfths and hence dis- 
tributable to that extent under the terms 
of the particular instrument, whereas the 
Supreme Court of Pennsylvania found it 
to be entirely a stock split and hence not 
distributable under any circumstances. 


Actually, what the New York court did 
in Matter of Fosdick! was to reaffirm 
the Pennsylvania rule of apportionment 
while the Pennsylvania court in Cunning- 
ham’s Estate* seems to have drawn away 
from its own rule and approached the 
Massachusetts rule. 


Since Dean Niles spoke, the eagerly 
awaited decision in Matter of Bingham 
has been handed down by the New York 
Court of Appeals, which affirmed the 
lower court. Here “stock dividends” of 
Standard Oil of Indiana and Borg-War- 
ner were set up on the corporate books 

14 N.Y. 2d 646, 152 N.E. 228 (1958). 


*395 Pa. 1, 149 A. 2d 72 (1959). 
84 A. D. 2d 937, 167 N. Y. Supp. 2d 999 (1957). 
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GEORGE C. BARCLAY 
Contributing Editor 


STOCK DIVIDENDS AND STOCK SPLITS 


partly by transfers from capital surplus 
and partly from earned surplus. The 
majority of the court held that to the 
extent the distributions were supported 
by transfers from capital surplus they 
should be allocated to principal. This 
was despite a well reasoned dissent by 
the Chief Judge that under the Pennsy]- 
vania rule of “intact value,” first enun- 
ciated in New York in Matter of Os- 
borne,* all the distributions should be 
given to income in the case of Standard 
Oil and more than the lower court allo- 
cated in the case of Borg-Warner since 
it was only necessary to maintain the 
original “intact value” of trust principal 
and it made no difference from what cor- 
porate accounts the distributions were 
supported. In the form in which the is- 
sues were raised, the Osborne rule was 
accepted by all parties and could not 
have been reversed or even modified, 
but the opinion of the majority indicates 
that, if not prevented by technical rea- 
sons, it might well have been willing to 
move further in the direction of cutting 
down the interest of trust income bene- 
ficiaries in stock distributions. Thus, 
although Bingham does not solve the 
trustee’s dilemma in New York it does 
point out one situation, not unusual 
in corporate distributions, where trus- 
tees now have guidance along reason- 
able lines. And perhaps the next case, if 
properly presented, might cause the 
Court of Appeals to abandon the appor- 
tionment rule for good and all. 

When the Uniform Principal and In- 
come Act was proposed in 1931, the 
Commissioners consciously adopted the 
Massachusetts rule for such situations, 
believing it to be by far the most equit- 
able arrangement. This rule is incorpo- 
rated in section 5 of the Uniform act 
which provides that all dividends in 
stock of the corporation declaring the 
same shall be principal. However, only 
23 states have adopted this act during 
the 28 years since it was first recom- 
mended, so a majority of jurisdictions 


4209 N. Y. 450, 103 N.E. 723 (1913). 


still operate under other statutory pro- 
visions or court interpretations. 

One difficulty with the uniform act is 
that it is specifically made prospective in 
its application due to doubts as to 
whether a retroactive effect would be 
constitutional. Although, as Dean Niles 
points out, the Wisconsin Supreme Court 
has recently held that the application of 
the act in that state to future distribu- 
tions made to trusts existing before the 
enactment of the act is constitutional,’ 
it would doubtless take a long time for 
this principle to find support among 
other high state courts. It has come to 
my attention that the Commissioners on 
Uniform State Laws are considering the 
possibility of reviewing the Uniform 
Principal and Income Act to see if it 
cannot be modernized and undoubtedly 
this constitutional question would have 
to be in the forefront of changes. Still 
the Commissioners act only after mature 
deliberation and state legislatures even 
more slowly so that some other approach 
is needed if trustees are to be freed of 
their dilemma in the near future. 

One suggested solution is that the 
stock as to which a distribution is 
planned should be sold before the dis- 
tribution is received. But as Professor 
Dunham points out, such a sale may still 
bring on a claim for the apportionment 
of the proceeds, certainly if the sale is 
made after the distribution has been 
definitely announced and perhaps even 
when it is still in the rumor stage. 

None of these proposed solutions 
would affect those cases where the in- 
strument itself provides for some partic- 
ular allocation of “stock dividends” be- 
cause none of them really define the 
term. As to future instruments, good at- 
torneys can and do advise their clients 
of the pitfalls and try to develop langu- 
age that will clearly interpret the client’s 
wishes. But even here no lawyer or client 
can foresee new ways of making or de- 
scribing stock distributions that may oc- 
cur to corporation treasurers and their 


5In re Allis’ Will, 6 Wis. 2d 1, 94 N.W. 226 (1959). 
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lawyers at some future time. One solu- 
tion might be the wider adoption of the 
new Delaware statute which in effect ap- 
plies the prudent man rule to the deci- 
sions of fiduciaries as to the allocation 
of property distributions. This statute is 
merely one of construction which should 
make its retroactive application safe 
from any claim of unconstitutionality. 

To my mind, however, the best sug- 
gestion for an immediate alleviation of 
the problem in most cases would be to 
urge corporations to use more care both 
in the form of their resolutions declaring 
stock distributions and in the financial 
or balance sheet transactions employed 
to effectuate them. In Matter of Fosdick 
the banks which filed an amicus brief 
urged the court to adopt as the rule in 
New York the principles of the Stock 
Exchange rules and those proposed by 
the American Institute of Certified Pub- 
lic Accountants, but although this idea 
was strongly favored in the dissenting 
opinion it was not approved by the ma- 
jority. Nevertheless, in Matter of Bing- 
ham, the Stock Exchange rules were 
cited with approval by the new majority 
of the court. Therefore in New York, at 
least, it may now be that it will make 
some difference just how a corporation 
sets up such a transaction. Elsewhere 
this idea would definitely seem to have 
merit. 

An appropriate committee of the 
Trust Division of the American Bankers 
Association might consider ways and 
means of urging corporations to phrase 
their resolutions and adjust their corpo- 
rate transfers to the realities of the prob- 
lems facing fiduciaries in this area. State 
Trust Divisions and local Corporate Fi- 
duciaries Associations should also be 
able to bring their influence to bear. 
After all, the A.B.A. statistics published 
last July show that banks as fiduciaries 
currently hold at least $30,000,000,000. 
of common stocks, That is a very large 
proportion of the value of all equities 
in the country and the issuing corpora- 
tions ought to be most desirous of co- 
operating in advance with trust groups 
so as to make their securities more 
rather than less acceptable to trustees. 


HIDDEN LIABILITIES 
OF FIDUCIARIES 


When a young man, particularly one 
with no legal training, is employed in a 
trust department, the first things he has 
to laern are the basic ethical principles 
of the trust business and the obvious 
pitfalls which can bring about possible 
personal liability on the part of a fiduci- 
ary. These elementary matters are learn- 


DECEMBER 1959 


ed on the job and also at American In- 
stitute of Banking courses and the like. 
As the new employee matures and be- 
comes capable of assuming added re- 
sponsibilities, he will have to become 
aware of those less usual but still poten- 
tial pitfalls into which a fiduciary, with 
all good faith and honesty, can never- 
theless stray. 

It is usually not easy to find a discus- 
sion of hidden fiduciary liabilities in 
one place other than a large and ponder- 
ous legal treatise. Therefore a new thesis, 
submitted to the Pacific Coast Banking 
School last August by Robert F. Dewey, 
Vice President and Senior Trust Officer 
of the First National Bank of Arizona 
in Phoenix, serves a very useful purpose. 

Mr. Dewey has compressed a discus- 
sion of the less obvious grounds for pos- 
sible surcharge into 90 pages of well 
written and readable material. He has 
examined well over 100 cases which 
have been decided by the courts through- 
out the country and has come up with 
some startling ones. For example, ex- 
perienced trustmen know that fiduciaries 
are personally responsible for torts com- 
mitted in connection with their admini- 
stration of trusts and estates even though 
they are not personally at fault, but it is 
not until one reads the actual and often 
harsh results of individual cases that the 
seriousness of the peril appears. This is 
especially true where a fiduciary is carry- 
ing on a business owned by the estate, 
and points up the need for immediate 
and full insurance coverage the moment 
fiduciary obligations are undertaken. Al- 
though the trustee normally would have 


a right to be reimbursed from his fund, 
the amount of the estate may not be 
sufficient to cover his loss. 

This thesis points up a number of sit- 
uations which are perhaps taken for 
granted but still may come as a shock 
when thought of seriously again. For 
instance, how many trust men realize 
that under a Missouri case a trustee who 
was a broker, and whose firm charged 
usual and normal commissions to the 
trust which lost nothing, had to pay 
back to the trust the entire commission 
earned by the partnership and not mere- 
ly his own share thereof? On the other 
and pleasanter hand, it is informative to 
read of those cases where a trustee was 
not held to the need of justifying each 
loss he may have incurred but was per- 
mitted to offset losses against gains 
where he could show that both were in- 
curred in connection with a single trans- 
action. 

It is impossible in a brief review to 
cover all the points discussed in such a 
thorough and meaty discussion as this 
thesis is. Nevertheless the few illustra- 
tions given should indicate the type of 
problem which Mr. Dewey has studied 
so fully and may remind trust men that 
there are some bases for fiduciary lia- 
bility which may not be asserted very 
often but which when claimed can be 
very embarrassing and expensive. 


A DUTCH “EDITH” 


Since commenting on the British cor- 
poration familiarly known as “Edith” 
in the August 1959 issue, our attention 
has been called to a similar arrangement 
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existing in the Netherlands. It will be 
recalled that a British “Edith” was 
formed by a group of insurance com- 
panies for the purpose of financing the 
death duties liability of substantial 
stockholders in closely-held corporate 
situations. 

The Dutch company, known as Neder- 
landse Participatie Maatschappij N. V., 
of Amsterdam, was organized in 1948 
by the Netherlands Reconstruction Bank 
together with the important private 
banks and insurance companies in Hol- 
land. Its primary purpose is to partici- 
pate in share capital of Netherlands in- 
dustrial and other concerns. Incidental 
thereto, it is prepared to take a position 
in the ownership of closely-held corpora- 
tions in order to supply cash for the 
payment of estate taxes, which are evi- 
dently as onerous in Holland as else- 
where. It would do this with the inten- 
tion of reselling the shares to the heirs 
or family of the decedent or to a pur- 
chaser who might not have been found 
promptly enough to meet the tax dead- 
line. It offers its assistance in making 
pre-death plans with the principal stock- 
holders of such enterprises and in find- 
ing a purchaser, if necessary, later on. 

This kind of activity is not one which 
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banks could undertake directly but since 
it has evidently proved both useful and 
profitable in both England and Holland 
it seems strange that something similar 
has not been worked out in this country. 
Such a plan, honestly operated, could be 
of great value to executors in many sit- 
uations. A booklet has just been pub- 
lished describing the working methods 
of the Dutch company. 


& & A 


EXECUTIVE DEVELOPMENT — 
WHY AND HOW 


Executive development is one of the 
greatest challenges for bank manage- 
ment, Robert D. Filon, vice president of 
Hartford National Bank & Trust Co., 
noted in his address before the recent 
bank management conference in Boston. 
“This is because of: our dynamic econ- 
omy, the enormous increases in bank- 
ing services, growth of branch banking, 
low employment during depression and 
war years, increasing proportion of fe- 
male employees, and the trend of col- 
lege graduates to demand a training pro- 
gram from a prospective employer.” 

Basically there are two ways to fill 
needs for executive material: hire away 
from someone else, or train raw ma- 
terial, The former is costly, does not 
create loyalty, and hurts employee 
morale generally. Hartford National 
looks to colleges for executive man- 
power. That is where the best young 
people go these days. Criticism by non- 
college employees can be met by point- 
ing out the cost of a college education 
and the loss of four years of earnings. 
Non-college employees are also admitted 
to the training program, but experience 
shows only a token number can qualify. 

The bank’s training program has three 
phases, Mr. Filon stated, with phases I 
and II running concurrently. Phase I 
comprises 24 lecture-conferences with 
operating or staff officers covering bank- 


ing history and the function and inter- 
relationship of the various departments. 
The major divisions are developed more 
at length, such as credit, branch admin- 
istration, commercial accounting special 
services and trust department organiza- 
tion and operation. Each speaker pre- 
sents the “what” and “why” without the 
“how.” 


In phase II the trainee rotates through 
major departments at head office and 
certain branches observing the more 
routine assignments and receiving on- 
the-job training. During this year the 
trainee is evaluated by supervisors, sub- 
mits written reports, and has individual 
conferences with selected officers. 


Phase III begins at the end of the 
first year. It consists of assignment to a 
department and actual performance of 
duties with increasing responsibility. 
Training is directed by departmental 
officers. and advancement is by ability 
rather than time schedule. Training pro- 
grams add to a man’s knowledge and 
experience, but success, the speaker ob- 
served, is a combination of capacity, in- 
terest and opportunity. Part of this 
must come from the man, but part is the 
bank’s responsibility. 


AAA 


e The trust business today enjoys the 
highest respect and is performing more 
valuable and far reaching services for 
businesses and individuals than ever be- 
fore ... We can predict with confidence 
that there is more growth in the trust 
business than has been attained . 
We know that these measurements of 
future business volume are not based on 
a stable and constant dollar ... A good 
deal of future growth of the economy 
may be simply a reflection of further 
dollar inflation . . . Progressive trust de- 
partments are training their staffs to be 
sales-minded as well as service-minded. 
—Carlysle A. Bethel in the November 
FPRA Bulletin. 














1875 


NATIONAL BANK 


1959 
“he PEOPLES 


OF CHARLOTTESVILLE 
Charlottesville, Virginia 
Complete Trust Services 
Banking Resources $76,836,364.17 


Trust Assets 40,976,149.51 
as of October 30, 1959 








TRUSTS AND ESTATES 











J 




















TRUST PERSONNEL CHANGES 


CALIFORNIA 


LOS ANGELES—Lewis B. Maier, asst. vice president and 
trust officer of UNION BANK, elected vice president; Francis 
L. Andrews named asst. vice president, also in the trust de- 
partment. Maier, who joined Union Bank in 1947, received 
his undergraduate education at Arizona State Teachers and 
LLB degree at the U. of Arizona. Andrews, with the bank 
since 1958, received his education at universities of London, 
Florida and California. 


SAN DIEGO—At this branch of SecuriTy-First NATIONAL 
BANK of Los Angeles Frank Marino, escrow supervisor, pro- 
moted to asst. vice president. He is a graduate of the law 
school of U. of California. 


SAN FRANCISCO—Arthur V. Toupin advanced to vice 
president in the business development department of BANK 
OF AMERICA, N.T. & S.A. A trust officer at the bank’s head 
office the last two years, Toupin began his career as attorney 
in the legal department. 


CONNECTICUT 


HARTFORD—At Hartrorp NATIONAL BANK & TrRusT Co. 
A. Wallace Cudworth promoted to vice president and trust 
officer, John O. Brotherhood, Jr. to vice president, and John 
H. Stearns to trust officer. Cudworth joined the savings de- 
partment of Travelers Bank & Trust Co., which merged with 
Hartford National in 1924, and is a member of the Connecti- 
cut Society of Mayflower Descendants for which he has 
served a five year term as governor. Brotherhood joined the 
bank in 1957 as manager of the public relations and adver- 
tising department, and is a graduate of Dartmouth College, 
cum laude, and member of Phi Beta Kappa, 1950. Stearns 
also was with Travelers since 1931, and is a graduate of 
Middlebury College. 


NEW HAVEN—Henry P. Brightwell elected a vice president 
of SECOND NATIONAL BANK. Formerly he was assistant vice 


president of UNION & NEW HAVEN Trust Co., new business 
department. 


DISTRICT OF COLUMBIA 
WASHINGTON—AmkerICcAN SeEcurity & TRUST Co. pro- 
moted Albert P. Thompson from asst. trust officer to asst. 
vice president, and elected Louise A. Tebeau assistant secre- 
tary. A graduate of Benjamin Franklin U., Thompson joined 
the company in 1934. Miss Tebeau has been chief clerk in the 
trust department. 


FLORIDA 


MIAMI BEACH—James W. Case, Jr., elected asst. trust 
officer of NoRTH SHORE BANK. 


GEORGIA 


ATLANTA—Roff Sims, trust officer of TRUST COMPANY OF 
GEORGIA, retired after more than 34 years with the bank. 
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ILLINOIS 


CHICAGO—Donald S. Farley, Jr. and Arthur R. Menard 
named assistant secretaries in the trust department, First 
NATIONAL BANK OF CHICAGO. 


CHICAGO—NorRTHERN TRUST Co. promoted Robert L. Fisher 
to second vice president in the trust department. 


INDIANA 


EVANSVILLE—Don E. Partridge named asst. trust officer 
at OLD NATIONAL BANK. 


KANSAS 


RUSSELL—John G. Deines, president and trust officer, and 
Eugene F, Ball, vice president and asst. trust officer, RUSSELL 
STATE BANK, retired; Meade Bennett made trust officer in 
charge of the trust department. 


MAINE 


LEWISTON—John D. Robinson elevated to trust officer at 
MANUFACTURERS NATIONAL BANK. Prior to joining the Bank 
in 1957 Robinson was an agent for the Internal Revenue 
Service, and had served as teacher and head of the business 
department in secondary schools at Fort Fairfield, Houlton 
and Rumford. He recently was elected a member of the 
executive committee of the Corporate Fiduciary Association 
of Maine. Robinson holds a B.S. degree from U. of Maine. 


MASSACHUSETTS 


BOSTON—Elected asst. trust officers at NATIONAL SHAW- 
MUT BANK were: Edward S. Lewis, David A. Thomas, James 
E. Conroy and Robert F. Perkins. 


BOSTON—SECcOND BANK-STATE STREET TRUST Co. promoted 
Nathaniel R. Cutler to senior trust officer. A graduate of 
Harvard, Cutler has been in the personal trust department 
since 1936. 


QUINCY—Robert F. Dwyer advanced to trust officer at 
SoutH SHORE NATIONAL BANK. Dwyer joined the staff in 
1957, coming from Chemical Bank New York Trust Co. 
where he had served as trust administrator eight years. 


MINNESOTA 


MINNEAPOLIS—Willis F. Shaw and Henry G. Egan, Jr., 
elected trust officers and assistant secretaries at NoORTH- 
WESTERN NATIONAL BANK. 


NEW HAMPSHIRE 


MANCHESTER—Philip N. Cristal elected trust investment 
officer of MERCHANTS NATIONAL BANK to meet its increasing 
need for investment counselling for the trust department’s 
customers. Cristal has heretofore been an investment officer 
of Northwestern Mutual Life Insurance Co., and on the per- 
sonal staff of O.P. and M.J. Van Sweringen, Cleveland, when 
they were active in the railroad field. 


NEW JERSEY 


CAMDEN—First CAMDEN NATIONAL BANK & TrRusT Co. 
promoted Thomas J. Auchter to trust investment officer. 
Auchter joined the bank in 1953. 


NEW YORK 


GARDEN CITY—James C. Waide promoted to vice presi- 
dent and trust officer at LoNG ISLAND Trust Co. Waide be- 
gan as a page boy at Brooklyn Trust Co. and came to Long 
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G. RONALD INCE 
New York 


ROBERT N. Kay 
New York 


EDGAR C. GEIGER 
New York 


Island Trust in 1950. He currently serves as a director of 
the Bank Fiduciary Fund; is a past president of the Tax 
Estate Planning Council of Long Island; and member of 
the operations committee, Trust Division of New York State 
Bankers Association. 


NEW YORK—BaANK oF NEW YorK promoted Edgar C. 
Geiger to vice president in the trust department, and Robert 
N. Kay to trust officer. 


NEW YORK—BaANKERS TRUST Co. named G. Ronald Ince, 
J. Donald Mulvey, D. J. Giles and A. E. Scott as vice presi- 
dents in the trust department. Ince, a graduate of Harvard, 
is in charge of the corporate trust division’s administration 
group; Mulvey, a Syracuse U. graduate, is in charge of the 
corporate agency operations group. Giles has been in per- 
sonal trust work since going with the bank in 1929 after 
graduation from Dartmouth. Scott was educated in Canada 
and has been with the trust department since 1926. Named 
asst. vice presidents were Anton W. Koester, trust opera- 
tions, and Karl O. Rost, corporate agency division. 


NEW YORK—Francis E. Curran promoted to vice presi- 
dent, personal trust and estates division of CHASE MANHAT- 
TAN BANK; Charles L. Johnston and George W. Rommel 
named pension trust officers. 


NEW YORK—John E. Crane, formerly financial vice presi- 
dent of Home Life Insurance Co., appointed vice president 
in charge of investment research department of First Na- 
TIONAL City Trust Co. A graduate of Harvard, Crane 
started his business career with First National City Bank of 
New York in 1940. After serving as Major in World War 
II, he joined Moody’s Investor’s Service where he served as 
a government bond specialist, security analyst and editor of 
Stock Survey. He joined Northwestern Life Insurance Co. in 
1953, and Home Life in 1957. 


NEW YORK—HANOovER BANK elected as assistant secretar- 
ies Henry J. Langworthy (personal trust administration) 
and Richard M. Ross, Jr. (personal trust investment; and 
assistant treasurer, Thomas J. Dillon (personal trust estate 
administration). 


NEW YORK—Henri Z. Lake appointed vice president in 
charge of the personal trust department of MANUFACTURERS 
Trust Co., succeeding Wilfred Wottrich who resigned; after 
35 years with the Trust Company, to become chairman and 
chief executive officer of Lincoln Savings Bank of Brooklyn. 
Lake received his B.S. from Harvard, and has been in charge 
of estate and trust administration. Thomas W. Heslin, vice 
president, takes over 
the duties as hereto- 
fore assigned to Mr. 
Lake. Heslin is a 
graduate of St. 
John’s U. and Brook- 
lyn Law School. 

NEW YORK — 
UNITEDSTATES 
Trust Co. appointed 
Elmer Witting as 
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an assistant secretary in the corporate trust department. 


WHITE PLAINS—William L. Butcher named chairman of 
the board of County Trust Co., succeeding Dr. Joseph E. 
Hughes who will retire December 31. John A. Kley elected 
president and chief administrative officer. 


OHIO 


CINCINNATI—Leland G. Butler advanced to vice president 
and trust officer of NORTHSIDE BANK & TRUST Co. 
COLUMBUS & NEWARK—Everett D. Reese, board chair- 
man of PARK NATIONAL BANK, Newark, and past president 
of American Bankers Association, named chairman of CITY 
NATIONAL BANK & TRusT Co., Columbus. Reese is chairman 
of the Board of Regents of Stonier Graduate School of Bank- 
ing at Rutgers. 


PENNSYLVANIA 


LEMOYNE—Stanley R. Neidhammer promoted to vice presi- 
dent and trust officer of LEMOYNE TRusT Co. 








kkkk 

PHILADELPHIA: George H. Brown, Jr., elected presi- 
dent and chief executive of GIRARD 
TRUST CORN EXCHANGE BANK; Geof- 
frey S. Smith, president since 1948, 
became board chairman; James E. 
Gowen, who has been board chair- 
man, elected chairman of the execu- 
tive committee pending his retire- 
: ment on May 1. 

| Brown started with the bank in 
GEorRGE H. Brown, Jr. 1923 as a junior clerk in the trans- 
fer department, and has had experience in both banking 
and trust departments. In 1931 he transferred to the real 
estate division of the trust department, then to ad- 
ministrative division of that department in 1944, and 
placed in charge thereof in 1949. In 1954 he became head 
of the banking department. 














PITTSBURGH—At MELLON NATIONAL BANK & TrusT Co., 
Robert E. Hudson, Jr. appointed asst. vice president in the 
trust department; William Staring, Jr., named asst. vice 
president in the investment department; Mary C. Williams 
and Richard F. Finn, assistant secretaries in the trust de- 
partment. Hudson and Staring both were investment officers 
in the trust department. 


PITTSBURGH—William J. DeGrosky elected asst. vice presi- 
dent in charge of ad- 
vertising at PITTS- 


BANK. 


RHODE ISLAND 
PROVIDENCE— 
Robert R. Joyce and 
Lewis B. Lovejoy 
named asst. trust of- 
ficers of INDUSTRIAL 


THOMAS W. HESLIN 
NATIONAL BANK. 


New York 
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TEXAS 


EL PASO—Gleaves M. Love joined EL Paso NATIONAL BANK 
as trust officer, formerly having held that title with First 
AMERICAN NATIONAL BANK of Nashville, Tenn.; William R. 
Squires, Jr., promoted to trust officer. 


SAN ANTONIO—Douglas H. Miller will join NATIONAL 
BANK OF COMMERCE as vice president and trust officer on 
January 1. Now asst. trust officer at First NATIONAL BANK 
OF BEAUMONT, Miller is a graduate of the school of business 
at Lamarr State College of Technology. 


WISCONSIN 


PORTAGE—Richard O. Weisman became asst. trust officer 
of Ciry BANK. Weisman is a graduate of both the school of 
commerce and the law school of U. of Wisconsin. 


WEST VIRGINIA 


KINGWOOD—At ALBRIGHT NATIONAL BANK, recently 
granted trust powers, Max Buric appointed cashier and trust 
officer, and Lloyd E. Wimer, assistant cashier and asst. trust 











The “money tree” mural in the Michigan Avenue-The American 
Road office of Manufacturers National Bank of Detroit is in- 
spected by William O. Pfeiffer (left), Vice President in Charge of 
the new office; William A. Howe, Senior Vice President of the 
bank (center), and Harley H. Melzian, Vice President and Direc- 
tor of Design, W. B. Ford Design Associates, Inc., the designers 
of the contemporary, abstract mural in the new office at Dearborn. 


officer. 
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Individuals seeking positions in trust 
departments may have free listing 
(maximum seven lines). Responses 
to listings should be addressed to the 
Code number shown, care of “Trusts 
and Estates,” for forwarding to ap- 
plicant. 


Pension and profit sharing administra- 
tor wishes official connection with oppor- 
tunity to expand into other trust areas. 
Progressiveness and advancement op- 
portunities chief requirements. 911-3 

Attorney, age 34, eight years experi- 
ence principally in estate planning, tax- 
ation, wills, trusts and probate with 25 
man law firm, seeks position with insur- 
ance company, trust department or law 
firm. 911-4 

1959 graduate of Boston College Law 
School desires position as trust officer 
trainee. Elective courses in estate plan- 
ning. B.S. from Holy Cross College. 
Veteran USMC. Married, one child, will- 
ing to relocate. 911-5 

Attorney, 28, four years broad experi- 
ence estate and trust administration 
with large New York trust company, de- 
sires estate planning or administrative 
position in suburban New York trust de- 
partment. 911-6 

Trust officer, 45, 5 years as head of 
smaller trust department, 4 years law 
practice, 4 years with F.B.I., seeks first 
or second spot in larger department 
seeking competent man for administra- 
tion and estate planning, preferably 
Midwest or Southwest. 912-2 

Attorney, 29, just completed MBA re- 
quirements at major business school and 
two years business experience, desires 
challenging position in trust investment 
field. Veteran with family. 912-4 

Trust and estate administrator, 34, 
with six years experience in medium size 
trust department, desires position as 
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assistant trust officer in medium size 
trust department. 912-5 

Investment officer, mid-thirties, experi- 
enced all phases trust investment. Also 
bank portfolio. Qualified analyst. Desires 
responsible position with better pros- 
pects. Prefers Western States but op- 
portunity more important than locality. 
912-6 


A AA 
MERGERS, NEW TRUST POWERS 


Oxnard, Cal. — BANK oF A. LEvy, 
INc. granted permission to conduct trust 
business. 


San Francisco, Cal. — Directors of 
both AMERICAN TRUST Co. and WELLS 
FarRGoO BANK approved merger plans, 
subject to stockholders and authorities 
approval. The name of WELLS FARGO 
BANK-AMERICAN TRUST Co. would be 
adopted, and combined resources would 
total $2,524,000,000, the 11th largest in 
the nation. Harris C. Kirk, chairman of 
American Trust, would be chairman and 
chief executive officer; I. W. Hellman, 
vice chairman of the board; and Ransom 
M. Cook, president of the merged bank. 

Clearwater, Fla. — Trust powers have 
been granted to BANK OF CLEARWATER. 

Tallahassee, Fla. — CAPITAL City Na- 
TIONAL BANK received trust powers. 

Canton, Ill. — Trust powers have been 
granted to NATIONAL BANK OF CANTON. 

Muskegon, Mich. — NATIONAL LUM- 
BERMAN’S BANK now has trust powers. 

Montgomery, West Va. — MOoNTGOM- 
ERY NATIONAL BANK opened its new trust 
department on October 1. William W. 
Jennings, Jr., was named trust officer. 

Greenville, Tex. — In the newly opened 
trust department of CITIZENS NATIONAL 
BANK, Milton Tucker, executive vice 
president, named trust officer. 


AAA 


“Money is the greatest Aphrodizzyac in 
the world.” 


IN MEMORIAM 


W. ELBRIDGE BROWN, president and 
trust officer, CLEARFIELD (Pa.) TRUST 
Co. and former president of Pennsyl- 
vania Bankers Association Trust Divi- 
sion. 


GEORGE J. GUIDROZ, vice president and 
assistant trust officer, GUARANTY BANK 
& Trust Co., Lafayette, La. 


GEORGE SCHENKEL, assistant secretary 
in corporate trust department, MERCAN- 
TILE TRUST Co., St. Louis. 


GLEN H. TYRELL, recently retired vice 
president and trust officer, NATIONAL 
BANK OF AUSTIN, Chicago. 
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e Assets for Estates, Trusts and Agen- 
cies under administration by Nova Scotia 
Trust Co. at the end of the fiscal year 
(September 30) amounted to $37,788,000, 
representing a net gain almost $3 mil- 
lion over the previous year. 





TRUST OFFICER 


Experienced man wanted to manage new 
Trust Department in West Coast Florida. 
Furnish resume and salary requirements. 


Box H-912-3, Trusts and Estates 
50 East 42nd St., New York 17 








ASSISTANT TRUST OFFICER 


A national bank in eastern Pennsylvania 
with medium size trust department is seek- 
ing a young man with knowledge of trust 
department operations. An opportunity to 
develop new business or advance in admin- 
istration work to head of department in a 
few years. Full employee benefit program. 
Salary open. 

Inquiries will be held in strictest confi- 
dence. Forward resume. 


Box H-912-1, Trmsts and Estates 
50 East 42nd St., New York 17 

















WILL PAY CASH 
FOR YOUR GOLD COINS 


we will pay the following prices... 


$20 GOLD __. $36.50 each 
$10 GOLD __. $18.00 each 
$ 5 GOLD $ 9.00 each 
$ 3 GOLD $25.00 each 
$ 2.50 GOLD $ 6.00 each 
$ 1 GOLD $ 7.50 each 
We are also seeking the following: 
$50 GOLD $400.00 each 
$ 4 GOLD $500.00 each 


PROMPT REMITTANCE GUARANTEED 


no mounted or mutilated coins 
send coins direct to... 


























123 West 57th Street, New York 19, N. Y. 
JUdson 2-2580 
One of America’s Oldest and Largest 
Coin Dealers 
Coin Appraisals for Banks, Estates, 
Insurance Companies 
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TRUST CONFERENCE 
(Continued from page 1189) 


Operating separately from the Ohio 
Bankers Association but closely allied to 
it, the Research Association works for 
uniform procedures and avoidance of 
objectionable case law, and maintains a 
communications center where problems 
can be identified and a common decis- 
ion or solution worked out. Any trust 
department can submit a problem. After 
thorough research, a report is made to 
the executive committee, a conclusion is 
reached, and legislation is recommend- 
ed, a test case filed in the courts, or all 
trust companies are advised of the prob- 
lem and the committee’s opinion con- 
cerning it. After each legislative session, 
copies of new laws and comments on 
their effect are sent to all member trust 
companies. This. program, the speaker 
said, not only helps to answer existing 
problems but, even more important, can 
effectively prevent them from arising. 


Selling Trust Business 
in Today’s Climate 


The economic climate has favored de- 
velopment of trust business over the past 
20 years, but the most essential element 
in obtaining new accounts is good per- 
formance for the customers already on 
the books, Gibbs McKenney, Baltimore 
attorney, told the conference at the Fri- 
day luncheon. 

There is stiff competition between in- 
surance companies and corporate fiduci- 
aries in the pension field, Mr. McKenny 
said, but a trusteed plan can often save 
as much as 20%-30% over insured 
plans, and this has enabled the trust in- 
dustry to receive more than half of this 
type of business. 


Individual life insurance proceeds, 
however, provide the only sure way of 
producing the dollars needed at death 
for business reasons, estate liquidity or 
family security. The capital thus pro- 
duced can often be administered most 
advantageously through a life insurance 
trust. The life underwriter, therefore, is 
an important third party influence, as is 
the accounting and the attorney. 

The true activating force in the devel- 
opment of trust business, generically 
speaking, is the merit of the corporate 
fiduciary, Mr. McKenney observed. In 
the long run, outstanding performance 
will attract favorable attention and satis- 
fied customers will pass the word. The 
experienced new business man, there- 
fore, will know the limitations of his de- 
partment and make every effort to stay 


within them. He will not overstate quali- 
fications or try to grow too fast. 

Sound liaison with the commercial of- 
ficers can provide a fertile source of new 
trust business. Not only do they have 
access to pertinent information, but 
often trust activities constitute the first 
line of defense against the loss of com- 
mercial business after a property own- 
er’s death. 

Trust advertising must have “armor 
piercing” qualities. It should be inex- 
pensive and capable of reaching the right 
people. Direct mail is often the most ef- 
fective method, and the home address is 
preferable because the wife may read the 
material and stimulate her husband to 
action. The trust solicitor, however, is 
usually needed to clinch the business 
and overcome procrastination. 

Activities and policies of the Council 
of Profit Sharing Industries that benefit 
the trust business were presented by A. 
C. Burrows, Rear Admiral USN (re- 
tired) and president of the Council. He 
told the trustmen that the interests of the 
Council and the bankers are identical in 
promoting the principles of profit shar- 
ing as a means of preserving the private 
enterprise system. “More production at 
less cost’”” must be America’s answer to 
economic competition from abroad, he 
said, and profit sharing fosters greater 
productivity and a lesser unit cost. (See 
p. 1252.) 

A progress report on the Keogh Bill 
providing for tax deferred contributions 
to self-employed pension plans was ren- 
dered by Cecil P. Bronston, vice presi- 
dent of Continental Illinois National 
Bank and Trust Co., Chicago. Citing the 
changes which his Trust Division Com- 
mittee and others have suggested, Mr. 
Bronston observed that the problems in- 
volved in acquiring and servicing this 
type of business should not create pes- 
simism as to the long-term prospects but 
realism as to the magnitude of the solici- 
tation effort required and the slow pro- 


gress toward profitability. (See p. 1204.) 


A review of available trust training 
schools and the particular role of the 
National Trust School, was presented by 
Richard P. Chapman, president, Mer- 
chants National Bank, Boston. Mr. Chap- 
man, who is a former president of the 
A.B.A. Trust Division and now chair- 
man of the new school’s board of re- 
gents, outlined the courses to be offered 
and discussed the location (Chicago) 
and the faculty and student body. The 
substance of his remarks was contained 
in the formal announcement of the or- 
ganization of the school, reported in 


T&E, May ’59, p. 420. 
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POLICY HANDBOOK 
(Continued from page 1183) 


ministration having to do with real 
property. This cooperative association 
can lead to new business for the trust 
department. It is recommended that the 
policy statement cover such matters as 
listing of trust realty for sale, the rental 
of improved property and the retention 
or use of a real estate agent after the 
death of a customer. 

The review of irrevocable trust agree- 
ments by several members of the trust 
department official staff will go far to- 
wards avoiding future misunderstand- 
ings. The creator should be advised of 
the finality of the instrument and its 
effect. 


The policy statement should set forth 
the privileges involved in safekeeping of 
instruments and review of wills during 
the testator’s lifetime. Based on_ this 
statement, certain procedures will be 
placed in effect to insure proper hand- 
ling and review. 


Acceptance Policies: 


Policies for the acceptance of trust 
business should be based on the two 
fundamental trust principles, (1) “A 
trust institution is under no obligation, 
either moral or legal, to accept all busi- 
ness that is offered,” and (2) “A trust 
institution is entitled to reasonable com- 
pensation for its services.” (A State- 
ment of Principles of Trust Institutions, 


Article II and Article V, Section I). 


A trust department should no more be 
expected to administer a piece of trust 
business which it knows will be unprofit- 
able than would the banking department 
be expected to lend money to an indi- 
vidual unable to meet the terms of the 
loan and thereby be unprofitable to the 
bank. With all good rules there are 
bound to be exceptions, however, each 
new piece of business should be judged 
on its own merit. 


A policy relating to acceptance of 
nomination as an executor under a will 
resolves itself around two factors; (1) 
where the bank has been advised that it 
has been named and in fact, has pos- 
session of the will, and (2) where the 
bank has not been so advised of its 
nomination prior to the testator’s death. 
It is generally held that a bank’s policy 
should be to accept the nomination when 
it has notice of the will or if the will is 
on file in its own vault; however, when 
it has not been so advised, it should 
give careful consideration to accepting 
a nomination. 
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Every trust department is plagued by 
the problem of the minimum size of 
trust to accept. This may be largely 
resolved by establishing a minimum fee 
for each type of trust service. This will 
discourage the establishment of small 
trusts that are administratively unprofit- 
able. The policy statement covering this 
matter should also recite the bank’s 
position relating to the use of the Com- 
mon Trust Fund as a vehicle for invest- 
ment of funds of the small and medium 
size trusts. 

Charitable foundations and eleemo- 
synary trusts can become an extremely 
desirable type of trust business since 
once an investment pattern is estab- 
lished, the number of changes in the 
account is usually held to a minimum. 
The general practice is to accept chari- 
table accounts on the same basis as per- 
sonal trust accounts. It may be propiti- 
ous to make an exception and allow the 
charity a lower rate. By so doing the 
bank would, in a sense, be making a 
contribution to some worthwhile civic 
endeavor. At the same time, any reduc- 
tion in rate must not make the account 
unprofitable. 

As to pension trusts, it is important 
in the very beginning for the bank to 
recommend the services of a competent 


actuarial or consulting firm to the com- 
pany. The preparation of the instru- 
ments setting up the plan should be pre- 
pared by an attorney for the corpora- 
tion. The plan should be reviewed by 
counsel for the bank prior to acceptance. 
It is further recommended that the plan 
name a company pension fund commit- 
tee, which will be responsible for the 
details of operation, may also act in 
cooperation with the trustee in establish- 
ing investment objectives as well as 
other important matters. 

There are two general types of agency 
or custodian accounts; with and without 
investment management. In each in- 
stance the principal will have absolute 
control over the assets and the duties of 
the agent are set forth in an agency 
agreement or a letter of instructions. 
Many customers use this service as a 
means of becoming acquainted with the 
trust department and, if satisfied, they 
will seek additional trust services. 
Therefore, it is important to encourage 
acceptance of this type of business. 
Many Policy Handbooks merely recite 
the importance of acquiring this type of 
business and rather than prepare a 
policy statement, simply include a copy 
of the bank’s standard agency account 
agreement form, or letter. 
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Some banks have prepared policy 
statements on such additional new busi- 
ness matters as the acceptance of out-of- 
state accounts, additions and withdrawal 
of funds, personal trust accounts opened 
and closed, declination to serve, qualifi- 
cation with another bank as co-fiduci- 
ary, solicitation of trust business outside 
of the bank’s immediate geographical 
area, maintenance of prospect and lead 
files and advertising publicity. 


Compensation Policies and Fee 
Schedules 


The legal requirements of each state 
provide the basic foundations on which 
a trust institution should build its policy 
of compensation. It would be appropri- 
ate, therefore. to recite the local statu- 
tory provisions relating to fiduciary 
compensation in this section of the Pol- 
icy Handbook. It might also be well to 
print the applicable paragraph from “A 
Statement of Principles of Trust Institu- 
tions” relating to compensation. 

Rather than attempt to provide a pol- 
icy statement concerning all fees, it is 
recommended that the bank simply pub- 
lish in the Handbook a fee schedule 
applicable to the types of services 
offered. This will ease the burden of 
preparation considerably and will pro- 
_vide the rate schedule for ready refer- 
ence purposes. Some banks also include 
policy statements dealing with the fre- 
quency schedule of taking commissions, 
deviation from scheduled rates, mini- 
mum fees and flat fees, daily time allo- 
cation and waiving of trust fees. Others 
have published policy statements gov- 


erning the splitting of fees with co-fi- 
duciaries and the fee situation concern- 
ing the use and appointment of attor- 
neys to represent the estate. 


Miscellaneous Policies and 
Appendix 

The final section of the Policy Hand- 
book should include any policy state- 
ments that do not fit into the aforemen- 
mentioned classifications. Some exam- 
ples are: preparation of tax returns for 
beneficiaries, furnishing of tax informa- 
tion to beneficiaries and the charge 
therefor, establishment of topic files 
(wherein an orderly system is set up to 
file and deposit material which will be 
of assistance in connection with per- 
sonal trust administration), storage and 
protection of assets, protection of assets 
and records in the event of war, and 
use of nominee registration. 

The appendix may include items that 
are too bulky for the main portion of 
the Policy Handbook. Examples are: A 
copy of Regulation F of the Federal 
Reserve System, Administrative Inter- 
pretations of Regulation F, Section 17, 
Common Trust Funds, and the six state- 
ments of principles and policies adopted 
by the Trust Division of the American 
Bankers Association. If the trust depart- 
ment has published brochures or pam- 
phlets explaining various trust services 
rendered, it might be appropriate to in- 
clude a copy of these. 


Advantages of Handbook 


The obligation of a bank’s board to 
institute the policies on which a trust 
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department can operate are explicit in 
the Federal Reserve regulations. It is 
suggested that one of the best ways to 
express an institution’s philosophy of 
business is through a Policy Handbook. 


A Policy Handbook will allow a trust 
department to clarify its position 
through a codification of its policies. It 
will standardize administrative proced- 
ures and permit members of the official 
staff to present a united approach. It will 
be of great assistance as a training ve- 
hicle for younger officers and trainees. 
Banks establishing a trust department 
will be able to develop along proper 
lines. With so many banks merging to- 
day, it would indeed be helpful to have 
written policy statements in solving 
some of the problems which arise when 
two trust departments join forces. Na- 
tional bank examiners have urged the 
adoption of written policy statements in 
order to clarify some administrative 
techniques. 


Some have criticized written policy 
statements by saying that they may be 
used against the bank in a surcharge 
action. Certainly the answer to this ob- 
jection lies in the fact that had the pol- 
icy statements been properly prepared 
and published, a surcharge action prob- 
ably never would have developed since 
the trust administrator would have been 
guided by a proper policy statement. 

Lack of time has been cited as a seri- 
ous objection to the preparation of such 
a policy manual. It is hoped that the 
outline presented herein will help over- 
come this complaint. Others have stated 
that when policy is reduced to writing 
it is likely to become the master of the 
minds of its officers and it tends to re- 
duce their individual initiative. As 
pointed out earlier, the preface should 
emphasize the use of the manual as a 
guide and when a major exception to 
the policy statement arises, the admini- 
strator should go to his committee for 
guidance. 

Some have complained of lack of flex- 
ibility when “it is written down.” Cer- 
tainly this can be countered with the 
use of good draftsmanship and continu- 
ous review. The pride of individual 
authorship should never outweigh the 
importance of keeping the policy state- 
ments current. It is suggested that the 
Policy Handbook be prepared in loose- 
leaf form so as to facilitate the removal 
of outmoded statements and the inser- 
tion of up to date directions. 

Every trust department should give 
consideration to the preparation of such 
an important manual. 


TRUSTS AND ESTATES 





ani 


the 
fes 


sto 
gre 
wa 
40 
Wi 
sto 


CO) 
log 
an 


the 


stc 
19 
lov 
an 
ca 
ris 
mé 
th: 
ca 


in 
de 
7 
lik 
th 
m 
fl< 





A Fiduciary’s Dissent from 


CURRENT INVESTMENT PHILOSOPHY 


M. W. SMITH 


Trust Officer, The First National Bank and Trust Co., Ithaca, N. Y. 


yee TRUSTEES DUTY TO PRESERVE 
the capital committed to his care 
and to provide a reasonable income for 
the life beneficiary seems in the process 


of being forgotten in the world of pro- 


fessional trust investment. 

In 1947, when bond yields were low, 
stock yields high, and inflation in pro- 
gress as an aftermath of war, a trustee 
was considered daring to put more than 
40% of a fund into equities. In 1959, 
with high bond yields, low return on 
stocks, and no sharp inflation in sight, 
he is out of step if he hasn’t 60-70% in 
common stocks. Yet in 1947 he should 
logically have had 70% in commons 
and in 1959 the record would indicate 
that he have 35% in commons. 

Today, a high proportion of common 
stock penalizes the life beneficiary. In 
1947, one could tell the beneficiary that 
low yield was because of low bond yields 
and you had to stay in bonds to protect 
capital. Now, after the stock market has 
risen four times in value, and the bond 
market has dropped severely, we say 
that we are buying stocks to protect 
capital values — a shaky assertion. 

A major part of increase in stock val- 
uations in the past decade has been due 
to re-evaluation of earnings and divi- 
dends, not the result of increased earn- 
ings and dividends. This re-evaluation 
was proper as a reaction from the ex- 
cessive fears of 1947. Let’s suppose only 
that no further rise in price earnings 
ratios can be expected. Then any future 
capital gains will depend upon actual in- 
creases in earnings and dividends. 

The major inflation in the general 
price level, as well as major increases in 
earnings and dividends, took place in 
1947-50. Since 1950 — despite the Ko- 
rean War — there has been no major 
inflationary push on earnings and divi- 
dends. Assuming that the decade 1960- 
70 will be in broad outline somewhat 
like 1950-60, and, in particular, assume 
that there will be no inflation due to a 
major war but that inflationary and de- 
flationary trends will create crosscur- 
rents, as has been roughly true during 
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the last nine years, then let’s look at 
what happened to these four stocks over 
the past nine years. 


Union Carbide: 
Increase in income before taxes 


and depreciation "+ 61% 
Increase in net per share 
(1960=6.00) E + 43% 


Actual increase in common stock 


price (1950-59) _..__ ___.....---- + 140% 
International Paper: 
Increase in income before 
taxes and depreciation —__ + 60% 


Increase in net income per 
share (1960=7.00) E + 30% 
Actual increase in common stock 
price (1950-59) 
Standard Oil (New Jersey) : 
Increase in income before taxes 





+100% 


and depreciation _________ + 80% 
Increase in net income per 
share (1960—4.50) E _.___ + 50% 


Actual increase in common stock 
price (1950-59) 
General Electric: 
Increase in income before taxes 


and depreciation __.....__S + 75% 
Increase in net income per 
share (1960=—3.50) E + 75% 


Actual increase in common stock 
price (1950-59) 


These figures merely point up the 
obvious fact that common stock prices 
have gone up two to three times as fast 
as actual earnings. Earnings have been 
stated both before and after deprecia- 
tion to obviate the argument that in- 
crease in depreciation flows justifies any 
sort of price-earnings ratio. If during 
the next decade, common stock gains are 
going to be limited to actual increases 
in earnings and if these are in the same 
general magnitude as in 1950-59, then 
these growth stocks might increase from 
30% to 80%. This is substantially less 
than the 100% to 300% we have come 
to expect. 

If growth in average common stock 
prices is much slower than in the past 
decade, there will be much greater op- 
portunities for specific stocks or indus- 
tries to actually decline in value. What 
happens when a growth industry ceases 
to grow or falls from investment favor, 
as witness the oil industry in the past 
two years, is obvious. 

Thus, for the privilege of participa- 
ting in rather modest growth potentials; 





MANUpR. 


pe SITIO g 





* 
* OF DETROIT * 


Z 





Complete Trust Service In The 
Michigan Area For 
Individuals and Corporations 





MANUFACTURERS 





NATIONAL BANK 


OF DETROIT 





1273 





for the privilege of picking those in- 
dustries which are really going to grow 
from among the increasing number 
which will have difficulties; for the privi- 
lege of geiting absolutely no praise if 
successful, and possible surcharges i% 
not: — for all these the trust officer pen- 
alizes the life beneficiary to the extent 
of 30% to 40% of the income he might 
otherwise receive, and exposes the cor- 
pus of the trust to the substantial haz- 
ards of equity investment. 

The current high differential between 
bond and common stock yields poses 
new questions for the fiduciary investor. 
If his basic responsibility is to protect 
the capital entrusted to his care and to 
provide a reasonable income for the life 
beneficiary, where is there a place for 
undue equity investment? Common 
stocks are still the highest risk invest- 
ment, and they do not even produce a 
reasonable return on current dividends 
currently. They seem to deny the first 
two basic principals of trust investment. 
Today the burden of proof would seem 
to fall on the equity enthusiast, with few 
arguments in his corner. 


AAA 


e Three hundred eighty-eight bankers 
from 38 states, the District of Columbia, 
and Puerto Rico have been accepted in 
the freshman class of The Stonier Grad- 
uate School of Banking and will attend 
the June resident session of the School 
at Rutgers — The State University, New 
Brunswick, N. J., accordng to an an- 
nouncement by Everett D. Reese, chair- 
man of the Faculty Committee on Admis- 
sions and of its Board of Regents. 


Notes on Directors’ Meetings* 


In regard to the directorial func- 
tions, banks may be roughly classi- 
fied in two categories — those who en- 
courage their directors to work active- 
ly at their jobs, and those who hope to 
God they won’t try to! I feel that I have 
the right to expect that my bank, when 
it publishes with its periodic statements 
an imposing list of the tycoons on its 
board, is making the maximum possible 
use of this eminent aggregation of brain- 
power and judgment. 


The old-time banker, whose ghost still 
walks in some quarters, regarded the 
board of directors as a necessary evil, 
imposed upon him by the banking laws. 
Under that philosophy, the ideal director 
was one who seldom spoke except to say 
“Ja.” A bank which is not drawing on 
the interest and brains of its directors 
is not only insulting the intelligence of 
a lot of good men, but is wasting a 
priceless asset. 


The ideal directors’ meeting, I sub- 
mit, should be a vibrant forum of open 
discussion. No action should be as- 
sumed, without an oral and articulate 
motion and second, followed by the re- 
quest for discussion, and then the vote, 
affirmative and negative, prescribed by 
Roberts’ Rules of Order . . . The mere 
breaking of a funereal silence, deepened 
perhaps by the chairman’s monotone, 
will encourage comment and cogitation. 


*FREDERICK S. BLACKALL, Jr., Pres. & Treas., 
Taft-Pierce Mfg. Co., Woodsocket, R. I., in address 
at New England Bank Management Conference, 
Boston, October 16. 
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A certain grist of educational work 
should be actively carried on in board 
meetings, in order to school your di- 
rectors in the intricacies of bank man- 
agement, money. and credit. This can 
best be done by requiring department 
heads and other members of your staff 
to present in rotation at frequent inter- 
vals in your meetings a rundown of 
their particular problems and responsi- 
bilities. A session on the business, bank- 
ing and economic outlook, held period- 
ically, is an excellent way to stimulate 
discussion and maintain interest in your 
meetings among your directors. Such a 
session, headed by your chief research 
analyst (if you haven’t one you ought 
to), will raise the stature of your bank 
in the minds of the directors themselves 
and help make of them the salesmen for 
your wares which they should be. 

. .. | confess that I have sat on bank 
boards for protracted periods without 
being able to name on sight every col- 
league. I have sat on others, and richly 
enjoyed the experience, where the man- 
agement saw to it that all of us were 
intimately acquainted. 

In the first type of board, the an- 
nouncement of adjournment is followed 
by a headlong rush to the nearest exit: 
in the second, directors tarry and dis- 
cuss the problems of the day, or other 
pertinent matters. There is a reluctance 
to end what has been a stimulating ex- 
perience. One of the best ways to bring 
this about is to time your meetings so 
that they will be followed by a directors’ 
luncheon, if not at every meeting, then 
at frequent intervals. These luncheons 
offer an ideal excuse for an off-the-rec- 
ord talk by an invited guest of some 
eminence, whose ideas may offer intel- 
lectual stimulus, whose presence will 
lend prestige to your institution and a 
heightened interest among the directors. 

Go out of your way to bring more 
suggestions, yes, and constructive criti- 
cism, out of your directors’ meetings. 
Make your directors feel that you want 
their opinions on matters of policy, ete. 
Above all, your board members will ap- 
preciate this interest. 


A AA 

e Improved laws covering the payment 
of life or accident insurance in the event 
of the simultaneous death of the insured 
and beneficiary would eliminate much 
litigation and expense, Theodore E. Pro- 
vost, assistant counsel, Equitable Life 
Assurance Society of the U. S., told the 
meeting of the Association of Life In- 
surance Counsel on December 7. Mr. 
Provost declared that the Uniform Simul- 
taneous Death Acts offer little help and 
no protection to insurance companies. 
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Dispassionate View of Economic Effects of 


Variable Annuities 


DR. S. J. FLINK 


Chairman, Dept. of Economics, Rutgers University School of Business Administration 


VARIABLE ANNUITY CONTRACT IS AN 
onan hybrid — a cross-breed 
of investment trust and life insurance. 
It combines some features of the mod- 
ern mutual fund with some characteris- 
tics of life insurance. However, and this 
fact is important, the variable annuity 
contract is not an amalgamation but 
rather a sequence of investment trust 
and life insurance. Up to the time of 
retirement the variable annuant is mere- 
ly a participant in a quasi-mutual fund 
operated by a life insurance company. 
It is only during the period of retire- 
ment that the insurance for lifetime 
payment emerges. 

During the premium-period of the 
variable contract, the policy holder 
makes fixed periodic payments. The 
company invests these installments in 
securities purchased in the market and 
credits the individual account with the 
so-called accumulation units. The num- 
ber of units per installment depends 
upon the market price at which the se- 
curities are bought. If the contract hold- 
er dies prior to the retirement date, his 
estate receives the proceeds from the 
sale of the accumulation units credited 
to his account. In this eventuality the 
variable contract does not differ from 
ownership of shares in a mutual fund. 

If the policyholder reaches retirement 
age, he may select to “cash in” his 
accumulation units, in which case he 
may have the units liquidated over a 
predetermined time but not less than 
three years. This situation is also prac- 
tically the same as in a mutual fund. 
Or the policyholder may select to re- 
ceive the proceeds for as long as he 
lives, in which instance, the company 
determines on an actuarial basis the 
monthly pay-out rate of accumulation 
units. For example, the company calcu- 
lates that this pay-out rate is 15 units 
per month. The variable annuitant will 
then receive every month the proceeds 
fiom the sale of 15 accumulation units. 





From address before New Jersey Bankers Asso- 
ci:tion Trust & Banking Conference, Atlantic City, 
Nov. 18, 1959. 
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The actual amounts most probably 
will vary from month to month. But the 
number of units sold for his benefit re- 
mains fixed as long as he lives. This 
option is clearly one which a mutual 
fund cannot offer. This is insurance of 
annuities for life. 

Much of the heated controversy over 
variable annuities can be traced directly 
to this combination of two distinct op- 
erations. Proponents as well as oppo- 
nents usually stress one of the two sets 
of characteristics. In consequence, this 
half-fish, half-fowl species is either 
hailed as an ingenious device designed 
to protect the saver and investor against 
inflation; or it is condemned as an un- 
desirable gamble with economic security 
upon retirement. The truth lies some- 
where between these two extremes. 


Objectives of Variable Annuities 


Variable annuities are held out as one 
of the best, if not the best, available 
means of reducing the corroding impact 
of inflation. As a matter of fact, some 
of the advocates of this new form of 
saving have claimed that these contracts, 
by means of carefully selected equity in- 
vestments, may actually give the annui- 
tant a retirement income in real dollars 
which might be greater than the pay- 
ments made, also measured in real dol- 
lars. Thus the contract holder may actu- 
ally be even “ahead of the game.” 
Furthermore, it is claimed that by means 
of variable annuities the disinclination 
to save regularly because of the contin- 
uous decline in the purchasing power of 
the dollar can be effectively overcome. 

The proponents also point to the fact 
that pension funds are frequently invest- 
ed in common stock for the very reasons 
cited in favor of variable annuities. 

According to the advocates, the rapid- 
ly increasing popularity of mutual funds 
and their experience with equity invest- 
ments reinforce the argument that the 
public wants and needs variable annui- 
ties. However, it is argued that the mu- 
tual fund cannect assume the function of 
guaranteeing a fixed outpayment of re- 


tirement units for as long as the annui- 
tant lives. This can only be done by a 
life insurance company. Thus the need 
is said to be clearly demonstrated; and 
if life insurance companies are not per- 
mitted to satisfy this need it will be met 
partly by other institutions without the 
insurance feature which is essential. 


Arguments Against Variable 
Contracts 


The opponents to variable annuities 
argue that past price trends offer no 
assurance that inflation will continue 
into the distant future. Moreover, life 
insurance companies should not, as a 
matter of company and public relations 
policy, subscribe to the theory of con- 
tinued inflation. Such attitude would 
lead to a cessation of efforts on their 
part to prevail upon public authorities 
to refrain from inflationary policies. 
More important, the life insurance com- 
panies would, although unintentionally. 
weaken the sale of ordinary life insur- 
ance policies. 

In addition, the opponents claim that 
the variable contract is basically an in- 
vestment scheme with a veneer of insur- 
ance, It, therefore, does not properly fall 
in the sphere of life insurance. Also, the 
mutual fund is subject to a tax on the 
earnings of its portfolio. This does not 
apply to dividends on variable contracts 
prior to retirement. Thus the life insur- 
ance company would have an unfair ad- 
vantage over the mutual funds and trust 
companies, 

Lastly, the opponents argue that the 
variable contract would place the annui- 
tant in a “prince-beggar” position. Stock 
market prices show marked fluctuations 
when viewed on a month-to-month basis. 
Thus, the dollar income may be signifi- 
cantly higher in one month than in the 
preceding or following month. Further- 
more, when stock market prices are ex- 
amined over a period of years — instead 
of several decades — it will be found 
that quite often the average of stock 
prices went down while the index of 
consumers’ prices went up. 
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Investment Problem Magnified 


The foregoing arguments on either 
side of the question involve the funda- 
mental question of the magnitude of 
the probable investment problem, its im- 
pact on the stock market, and its broader 
implications for the economy as a whole. 

In order to gauge realistically the 
financial dimensions involved it is well 
to bear in mind several facts. 


{Private pension plans currently in 
effect are in the neighborhood of $14 
billion and growing at a rate of over 
$2 billion per annum. 
{It is estimated that there exists a 
potential of over two million gainfully 
employed people who are likely pros- 
pects for variable annuities as an ad- 
dition to social security and private 
pension plans. If each of these pros- 
pects contributes on the average $500 
in variable annuity payments per 
year the total would run to one bil- 
lion dollars annually, increasing as 
time went on. 
{| There is every reason to assume that 
life insurance companies entering the 
field of variable contracts will make 
a determined effort to capture as much 
of the pension-plan business as possi- 
ble. If these insurance companies suc- 
ceed in attracting only one billion dol- 
lars annually in group-variable con- 
tracts, they would have total funds 
in the neighborhood of two billion dol- 
lars available for equity investments, 
again growing as this type of contract 
gains in popularity. 

This $2 billion figure collected in a 
single year will be equal to the total 
of common stock held by all life insur- 
ance companies today. The impact of 
additional equity seeking funds on such 
scale on the securities market will be 
marked and significant. Such huge an- 
nual sums literally pushing into the se- 
curities markets may conceivably gener- 
ate an inflationary spiral in common 
stock prices. 

It is true that the life insurance com- 
panies need not invest all or most of the 
funds in equities. By the same token, 


however, failure to do so for any signi- 
ficant portion of the variable contract 
funds would automatically and propor- 
tionately reduce the benefits from such 
contracts. It would also reduce the sale- 
ability of new contracts. An invisible 
but potent pressure would thus be con- 
stantly at work in the direction of maxi- 
mum equity invesiments, 


Funds Locked In 


There is also another side to this coin. 
If this new type of business generates a 
large volume of funds, the insurance 
companies are likely to have restricted 
investment-mobility. That is to say, they 
may not be able to shift quickly their 
investments from one company to an- 
other. Their holdings may reach magni- 
tudes that would entail a sharp break 
in the price of the securities they sell 
and a sharp rise in the stocks they buy. 
This means, in effect, that a substantial 
portion of the portfolio may be “blocked 
in” when, in the opinion of the com- 
panies’ investment analysts, the “time is 
ripe” for a shift. With new payments 
streaming into the investable fund, the 
process of being “blocked in” may be- 
come cumulative. 

The subsequent effect on the value of 
the accumulation-units would be ad- 
verse. It must be emphasized that this 
sequence of events is not a certainty. But 
even if it is only a likelihood, this raises 
important questions of portfolio diversi- 
fication for the insurance companies as 
well as for the supervisory agency. It is 
a problem that must be faced in advance. 

Secondly, attention must be called to 
the possibility, if not probability, that 
the larger life insurance companies may 
emerge as the largest single holders of 
equity capital in big companies. Such 
concentration of holdings, and conse- 
quently of control, would be undesirable 
from the viewpoint of both the economy 
and the insurance industry itself. 
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Last but not least, the diversion o 
savings into equity capital raises a col. 
lateral problem: the probable effect o1 
the bond market. To some extent thi: 
diversion of funds is apt to reduce th 
normal flow of capital into corporate a: 
well as government bonds. A compari- 
son of the recent trend of interest rates 
with that of stock yield clearly point: 
up the possibilities, if not probability 
of a similar long-term development i! 
the diversion of funds assumes larg: 
proportions. 


Good or Evil? 


As in the case of every major innova- 
tion the question is raised whether, on 
the whole, the variable annuity will 
prove of benefit or harm to the com- 
munity-at-large. In the present case, no 
definitive answer can be given. 


The results will be determined in part 
by the insurance companies themselves, 
and in part by attitudes and policies of 
the state supervisory bodies. The com- 
panies have it within their power to play 
down rather than stress either the capital 
appreciation possibility or the fear of 
inflation. In fact, one may even suggest 
that the life insurance companies, plan- 
ning to enter this field might serve their 
own interests and those of the economy 
most effectively by adopting a counter- 
cyclical sales program. That is to say, 
they could soft-pedal the sale of variable 
contracts in a period of economic boom 
when short-run inflationary tendencies 
are strong and stock prices high. Con- 
versely, they might step up the pace in 
periods of slackened economic activities. 
Finally, one may also suggest the wis- 
dom of self-restraint in the first decade 
or two of this new venture. 


A AA 


e George F. Geary, Jr., assistant vice 
president of Kennedy Sinclaire, Inc., 
Montclair, N. J., trust advertising and 
sales training firm, addressed the 
October 22 meeting of the Northwestern 
Chapter of the Pennsylvania Institute of 
Certified Public Accountants. 

Mr. Geary spoke on factors of inter- 
est to C.P.A.’s in the 1957 Pennsylvania 
legislation which validated expanded use 
of living and testamentary trusts; 
pointed out some of the major estate 
planning considerations in taking ft 
advantage of the marital deduction; ar: 
suggested that C.P.A.’s might contribu 
significantly toward making their clien 
“estate planning conscious” if, in pre- 
paring annual statements, they added 
the traditional and basic “book valu.’ 
figure some reference to “fair markt 
value” for planning purposes. 
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ON THE PUBLICITY FRONT 


Newspaper Advertising 

“How Ronald Coleman Safeguarded 
his Estate for his Family” is described 
in an ad of First National Bank of Ari- 
zona, Phoenix, which pictures the famous 


#actor at his desk. The ad notes how cer- 
tain savings for the family would not 
have been possible without the use of 
Btrusts and the marital deduction. 


“Any man who doesn’t believe in Life 


Binsurance deserves to die once without 


having any.” This quotation from Will 
Rogers — accompanied by a pencil 


i drawing of the great humorist, attracts 


the reader to an ad of Hanover Bank, 
New York. The ad offers a booklet on 
the investment of life insurance proceeds. 

“Do you look without seeing?” in- 
quires an ad of Merchants National 


Bank & Trust Co., Indianapolis. The text 
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discusses the ability of the Certified 
Public Accountant to “detect the good 
spots and the bad” in a company’s oper- 
ating statement. “The Certified Public 
Accountant,” the ad states “is a safe- 
euard that no wise businessman under- 
estimates.” 

“We don’t put all your eggs in one 
basket” announces an ad of First & 
Merchants National Bank, Richmond. 
Rows and rows of eggs are pictured. 
The text comments on the need for safe- 
guarding smaller estates and the advan- 
teges of the bank’s Common Trust Fund. 

“Keeping Ahead of the Future” — 
with calendar turned to 1970 — titles an 
al of Rockland-Atlas National Bank, 
Boston that tells the reader he can get 
the jump on the future by expert help in 
handling his financial affairs. 
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“The Stock Market and This Trust 
Company” — with picture of a trust 
officer checking an investment list —- 
heads an ad of First National City Trust 
Co., New York, in which the text deals 





Booklets 


“A New Concept in Trust Company 
Offices” describes in words and photo- 
graphs the new head office in Toronto of 
Guaranty Trust Co. of Canada. The 
Company states that its objective was to 
provide our customers with the most 





Reception area of Trust Department in new home offices of Guaranty Trust Company of 


Canada at 366 Bay Street, Toronto. 


with investment services to the individ- 
ual, corporations and charities. A book- 
let is offered. 

“You are not average, we hope” ob- 
serves an ad from Commerce Union 
Bank, Nashville which points out that 
“the average person dies without a will.” 
Increase of average life expectancy 
does not make sure a person will live 
long enough to make his will. “See your 
attorney now.” 

“Five Unusual Trust Services” in an 
ad from Bank of Virginia, Richmond, 
prove to be The Family Trust, Two Com- 
mon Trust Funds, The Standby Trust, 
Advanced Estate Planning and Tax and 
Administrative Economies. Each _re- 
ceives a paragraph of explanation. 

“Put Yourself in His Shoes” counsels 
an ad of First National Bank, Miami, 
picturing a small child’s footgear. The 
text explains the need for an estaie plan 
and a will and offers a booklet on 
“Modern Trust Services.” 


modern, most efficient equipment and fa- 
cilities and to create a warm, attractive 
setting which would enhance the friendly 
atmosphere of personal attention.” 

“Trust Fees — Counsellor’s Guide,” 
issued by Gary (Ind.) Trust & Savings 
Bank, offers a unique approach to the 
discussion of fees. Devoting a section to 
each kind of trust service, the attrac- 
tively prepared booklet presents the 
bank’s average fee (and how calculated) 
together with the factors that make for 
either an increase or a decrease from 
that average. The subject is discussed in 
simple, straightforward terms, but is 
comprehensive in its coverage. The 
booklet was sent to all attorneys and 
accountants in the area and won “a very 
favorable acceptance.” 

“Trust Services for Corporations” — 
a 20-page brochure from Royal Trust 
Co., Montreal — comments on the grow- 
ing complexity of business financing and 
describes the services indicated by the 
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How do you 
put a price 
on intangibles”? 


How much for the good will built into a 
small corporation, partnership or enterprise? 
How,valuable are patents, rights, franchises, 
etc., in the settling of an estate? 


There’s no easy answer. But the best 
answer is an objective, impartial appraisal 
by a firm with years of experience in the 
valuation of intangibles. 

A report from The American Appraisal 
Company brings you the benefit of more 
than 60 years of valuation experience. It 
expresses judgment only after careful analy- 
sis and summarizations of the pertinent facts. 
Its conclusions are fair to all and will com- 
mand respect by the probate court and the 
tax authorities. 


SINCE 1896...LEADER IN PROPERTY VALUATION 


The AMERICAN 
APPRAISAL 


Company” 


Home Office: Milwaukee 1, Wisconsin 
Offices in 18 Cities Coast-to-Coast 
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title. A special flier gives additional in- 
formation for non-resident companies as 
well as their Canadian subsidiaries. 
Royal Trust also issues a 16-page histor- 
ical booklet with emphasis on leadership 
and growth. Two pages are devoted to 
reproductions of booklet covers from the 
Company’s publicity program. 


“The First of Five Letters in the 
Willett Affair” — from the Bank of 
New York — is a most attractive folder 
regarding the correspondence between 
husband and wife about the naming of 
an executor for the former’s estate. 
Letter No. I is reproduced in full on the 
inside pages. 


A 65-page printed volume of “Anno- 
tated Forms — Wills and Trusts (Sec- 
ond Revision)” has been distributed to 
attorneys by St. Louis Union Trust Co. 
The volume is well indexed and contains 
a “Declaration of Policies” of the St. 
Louis trust institutions and a special 
Foreword to members of the Bar, as 
well as the annotated forms. Each copy 
is numbered. A receipt, carrying a decla- 
ration that the recipient is a member of 
the Bar, is sent with book, and a perma- 
nent record is kept of the name of the 
lawyer to whom it was issued. 


A AA 


Notes on Public Relations 
Canadian Style 


I have been able to find only one fac- 
tor common in each public relations 
programme: “confidence.” Therefore, I 
give this definition: “Public relations 
should endeavor to create a lasting con- 
fidence based on good value, sound char- 
acter, and a high sense of integrity 
whether it be in the organization, prod- 
uct or service or even in the country, 


belief, or ideology of the individual.” 


Not so long ago banking was re- 
garded, both by bankers and the general 
public, as a class business. Banks gave 
every appearance of being uninterested 
in the average man in the street; they 
seemed to prefer the privileged few. What 
a difference today. Banks, during recent 
years, have represented themselves to 
the general public as friendly places in 
which to transact financial business. 


Here was a realization that the char- 
tered banks of Canada were not close 
enough to their customers, that they had 
to humanize their organization. 


There is, however, another phase of 
public relations. It concerns each one 
of us as individuals, and our country 
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Cover of Bank of New York booklet. 





as a whole. We have a challenging op- 
portunity to make an important and 
valuable contribution in the cultural, 
humanitarian, educational, scientific, 
medical, industrial and governmental 
fields. We can make greater contribu- 
tions in this direction by giving whole- 
hearted encouragement to such interna- 
tional organizations as UNEsco, and by 
giving moral and general financial sup- 
port to Church overseas missions who 
are the only organizations supplying 
educational facilities as well as medical 
and hospital care in numerous under- 
developed countries. 


We should not forget that only one- 
third of the world is freely a partner 
in Western democracy: one-third is un- 
der the influence of Communism, and 
one-third is sitting on the sidelines wait- 
ing to see which may to go. 


If we are prepared to meet this chal- 
lenge, and accept its responsibilities, 
then the voice of conscience in our pub- 
lic relations as a nation will be heard 
loudly over the face of the globe. 


In address by Paul S. Peak, Public Relations Man- 
ager of Imperial Bank of Canada, at Kitchener. 





The great demand for the Septem- 
ber issue necessitated a reprint in 4°- 
page pamphlet form (no advertising ) 


of all the material on “Insurance for 





Business and Personal Planning” for 
distribution to underwriters by ban's 
and insurance companies. A limited | 
number of copies of the issue itsc'f 


are also avalable. 
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ESTATE TAX 


Valuation of U.S. Treasury Bonds ac- 
ceptable for estate tax payment. At time 
of her death in 1953, decedent owned 
$475,000 par value of U.S. Treasury 
Bonds, all of issue acceptable at par in 
payment of federal estate taxes. Executor 
of estate, however, chose to apply only 
two $100,000 bonds in payment of estate 
taxes. Market quotation of bonds at time 
of decedent’s death was below par value. 
Commissioner included remaining bonds 
in estate at their par value. 


HELD: For estate. Value of unre- 
deemed bonds is fair market value on date 
of decedent’s death. Revenue Ruling 53- 
156 (1953-2 CB 422), holding that bonds 
acceptable in payment of federal estate 
taxes are to be returned at par, whether 
they are actually used to pay estate 
taxes or not, is in error, Bankers Tr. Co. 
”. US., DG. SD. N. Y., Nov. 5, 1959. 


Jointly owned property includible in 
gross estate. Some twenty years prior to 
his death, decedent made gift of 3,000 
shares of stock to his wife. 565 shares 
were later acquired in wife’s name alone, 
purchased from joint bank account of 
decedent and wife; and 513 shares were 
acquired in both names as joint tenants. 
Two stock dividends were declared, and 
these additional shares were issued in 
names of persons holding original shares. 
Pursuant to property settlement agree- 
ment which was later entered into, all 
shares were transferred to joint owner- 
ship. Commissioner included value of all 
jointly-held stock in decedent’s estate, 
without allowance for offset to extent 
of proportion widow may have con- 
‘ributed. 


HELD: Commissioner is_ sustained. 
Widow was not able to prove how much 
she had deposited or withdrawn from 
joint bank account. She had no record 
of transactions. Since widow failed to 
show that any part of property original- 
y belonged to her or that she had ac- 
quired such part for adequate and full 
consideration in money or money’s worth, 
contributed by her, full interest is in- 
cludible in decedent’s estate. M. T. Eng- 
lish v. U.S., Tth Cir., Oct. 16, 1959. 


DECEMBER 1959 


FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 
Foosaner, Saiber & Schlesinger, Newark, New Jersey 


Transfer of insurance policies in con- 
templation of death. Decedent transfer- 
red two insurance policies upon his life 
to trust for benefit of his wife and chil- 
dren. Some 29 mouths later he died. Ex- 
ecutors contended that transfers were 
not made in contemplation of death since 
decedent was overly concerned that his 
assets might be seriously reduced if cer- 
tain mortgage guaranties became pay- 
able. 


HELD: For Commissioner. Transfers 
were made in contemplation of death. 
Since under state law, policies and pro- 
ceeds were exempt from claims of credi- 
tors, and, therefore, creation of trust 
was unnecessary, court concluded that 
burden of showing dominant lifetime mo- 
tive was not met by executors. Est. of 
I. W. Baldwin v. Comm., T.C. Memo 
1959-208, Oct. 28, 1959. 


Claim of decedent to be valued as of 
date of death. After decedent’s death, 
executors of estate instituted suit against 
his brother for fraud and breach of fidu- 
ciary duty during his lifetime. Because 
of subsequent death of brother and mili- 
tary service of some of petitioners, value 
of claim was substantially reduced. Ad- 
ditionally, legal fees and other expenses 
were incurred in connection with final 
settlement. Executors contended that 
value of claim should generally reflect 
settlement amount, and that legal fees 
were deductible. 


HELD: For Commissioner. Claim must 
be valued at date of death. Since net 
valuation would encompass all prospec- 
tive legal fees and other costs, these 
costs could not be deducted for estate 
tax purposes. Est. of I. W. Baldwin v. 
Comm., supra. 


Cost of settlement agreement wiih ex- 
ecutor constitutes deductible administra- 
tion expense. Decedent’s executors, his 
widow and son were completely inex- 
perienced in and had no idea of nature 
and extent of decedent’s estate. Dece- 
dent’s brother, who had been his part- 
ner, possessed all records necessary to 
smoothly administer estate. He became 
hostile and refused to cooperate. Finally, 
settlement agreement was consummated 
for cash consideration paid to brother, 






after which he cooperated in administra- 
tion. Net consideration paid was de- 
ducted as estate expense. Commissioner 
disallowed deduction. 

HELD: For estate. Expense was re- 
quired for intelligent administration of 
estate. It was certainly less expensive 
than prolonged and bitter legal battle. 
Consideration paid is deductible. Est. of 
I. W. Baldwin v. Comm., supra. 


Terminable interest of marital bequest 
determined by state law. Decedent be- 
queathed residue of his estate to his 
wife, with provision, however, that if 
she should die prior to distribution of his 
estate, entire property would devolve to 
his son. State probate court of Idaho de- 
termined that property vested in sur- 
viving wife absolutely and indefeasibly 
at time of decedent’s death. Commis- 
sioner disallowed marital deduction on 
ground that wife’s interest was termin- 
able. 


HELD: For estate. State court has 
jurisdiction to determine respective 
shares and interests of heirs of dece- 
dent. Since this court had determined 
that widow’s interest was not termin- 
able, it qualifies for marital deduction. 
H. Martinson, Exrx. v. Wright, D. C. 
Idaho, Oct. 16, 1959. 


Costs of administration and commis- 
sions to be deducied in valuing char- 
itable residue. Decedent bequeathed resi- 
due of his estate in trust to pay income 
to his sister-in-law for life, and upon 
her death to pay net income in per- 
petuity to Washington University. Dur- 
ing administration of estate, executors 
claimed administration expenses on es- 
tate’s income tax return, and filed waiver 
of right to deduct these expenses on es- 
tate tax return. In determining chari- 
table deduction for estate tax purposes, 
executors did not deduct administration 
expenses from corpus of residual es- 
tate. Commissioner reduced charitable 
deduction by amount of such expenses. 


HELD: For Commissioner. Charitable 
bequest consisted of remainder interest 
in residue of estate following life in- 
terest and is not to be computed as per- 
centage of taxable estate. Deduction may 
not be greater than value of what char- 
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ity is entitled to and does in fact re- 
ceive. Costs of administration are, there- 
fore, to be deducted in arriving at value, 
notwithstanding fact that such costs are 
not deductible from gross estate due to 
election to deduct them for income tax 
purposes. Est. of H. Luehrmann v. 
Comm., 33 T.C. No. 32, Nov. 18, 1959. 


Claim based on oral agreement allowed 
as estate deduction. Claim was made 
against decedent’s estate for certain 
shares of stock and residence. Claimant 
maintained that under oral agreement, 
decedent had promised to leave him prop- 
erty in return for his devoting full time 
to decedent’s personal and financial af- 
fairs. Executors rejected claim. In action 
instituted in state court, claimant’s 


right to property was upheld. Executors 
then filed claim for refund of estate taxes 
on ground that delivery of property to 
claimant constituted valid debt of estate. 
Commissioner rejected claim, and refund 
suit was brought in District Court. 


HELD: For estate. Validity of agree- 
ment was dependent upon state law. 
Since state court had found right of 
claimant enforceable, amount of claim 
constituted deduction against gross es- 
tate. Tracy-Collins Tr. Co. v. U.S., D.C. 
Utah, Nov. 5, 1959. 


INCOME TAX 


Trust taxable as corporation retained 
same status during liquidation. Trust 
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during period of its existence was asso- 
ciation taxable as corporation. Sometime 
prior to termination date of trust, trus- 
tees adopted plan of liquidation. So that 
properties could be sold as going con- 
cerns, trustees continued to operate busi- 
nesses during period of liquidation. 
Trustees contended that since after adop- 
tion of plan of liquidation, activities of 
trust were performed solely to wind up 
business and not for business purpose, 
trust should not be taxed as corporation. 


HELD: For Commissioner, During pe- 
riod of liquidation, properties continued 
to be operated as business under same 
form of organization as when trust was 
association taxable as corporation. Since 
trust had all of corporate characteristics 
during this period, it remains taxable 
as corporation. Mullendore Trust Co., 
et al. v. U.S., 10th Cir., Oct. 21, 1959. 


REVENUE RULINGS 


Estate, Gift & Income Taxes: Trans- 
fers pursuant to Gifts to Minors Acts. 
Uniform or Model Acts have been 
adopted in most states to facilitate gifts 
to minors. The Service has previously 
ruled on the income, estate and gift tax 
consequences of transfers under the 
Model Act. 


Service now rules that same principles 
apply under Uniform Act, and adds new 
provision that transfer is includible in 
estate if made in contemplation of death 
within three years of death.. Rev. Rul. 
59-357, I.R.B. 1959-44, p. 18. 


Income Tax: Inclusion in final return 
of beneficiary of trust income currently 
distributable. Under terms of trust, all 
income was required to be distributed 
currently. Beneficiary of trust was on 
accrual basis of accounting. 


Service rules that income earned by 
trust to date of beneficiary’s death is in- 
cludible in final return of deceased bene- 
ficiary. Section 451(b) of 1954 Code pro- 
vides that in case of death of taxpayer 
who is on accrual basis, any amount ac- 
crued only by reason of his death shall 
not be included in his taxable income 
for period in which his death occurs. 
Under section 652(a) of 1954 Code, how- 
ever, beneficiary of trust which is re- 
quired to distribute income currently is 
chargeable with distributable income, 
whether it is distributed or not. This 
section is not in conflict with section 
451(a), and deceased beneficiary would 
be required to include distributable in- 
come in final return. Rev. Rul. 59-246. 
I.R.B. 1959-42, p. 10. 


A A A 


e Thomas Jefferson Coolidge, forr< 
chairman, United Fruit Co., and gr: 
grandson of Thomas Jefferson, nar < 
Old Colony Trust Co., Boston, co-ex: 
tor and trustee under his will. 
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we URRENT LITERATURE 


By NorAaH K. DONOVAN 
Member of the New York Bar 











Books 


Principles and Practices of Estate 

Planning 

THOMAS J. SNEE and LAWRENCE X. CUS- 

ACK. Prentice-Hall, Inc., Englewood Cliffs, 

N. J. (390 pp.; $15). 

The art of estate planning has evolved 
through the efforts of the lawyer, trust 
officer, life underwriter and accountant. 
Many in these professions have become 
expert in the art; but for others the 
various problems of an estate plan are 
seldom seen as a whole. The aim of this 
book is to present the techniques of the 
art in a coordinated fashion so as “to 
avoid fragmentary conceptions, and to 
demonstrate how they may be integrated 
with the normal practice of the lawyer, 
trust officer and insurance man.” An ap- 
pendix contains forms which are de- 
seribed as being suitable for use as 
guides in the drafting of the more tech- 
nical or complicated provisions of deeds 
of trust and wills. The book includes 
the standard index, and a unique biblio- 
graphy of some 180 articles divided into 
eleven subtopics of the general subject 
matter treated in the work. 


Working With the Revenue Code — 

1959 

Edited by T. T. SHAW. American Institute of 

Certified Public Accountants, 270 Madison Ave., 

New York 16 (227 pp.; $3.50 cloth bound, $2.50 

paper bound). 

Selections from material appearing in 
the “Tax Clinic,” a department of The 
Journal of Accountancy. during the past 
five years, are published here with cur- 
rent commentary A feature of the book 
is its combined index and table of con- 
tents. This conforms in arrangement to 
the Internal Revenue Code, and the 
items are cross-referenced and listed un- 
der each chapter or subchapter with 
which they deal. The material covers a 
wide range of problems encountered by 
leading tax practitioners. 


1960 U. S. Master Tax Guide 


Commerce Clearing House, 4025 W. Peterson 

Ave., Chicago 46 (448 pp.; $3). 

This is a paper back digest of the 
}ublisher’s standard tax reports annual 
guide, It will provide sufficient informa- 
ton to warn the unwary of the many 
rroblems involved in the preparation of 
even the simplest return. It will be a 
reminder, through its cross references, 
for the professional seeking a quick run- 
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doubt also serve as an inducement to 
purchase the larger tax services put out 
by the same house. Tables of taxes, with 
due dates, and check lists for preparing 
returns make up the first fifty pages. 
The balance, apart from the index, is 
devoted to the familiar paragraph-dis- 
cussions of the Code and related ma- 
terial. 


Insurance Principles and Practices, 

4th Edition 

ROBERT RIEGEL and JEROME S. MILLER. 

Prentice-Hall, Inc., Englewood Cliffs, N. J. (897 

pp.; $7.95). 

The student of insurance will find this 
a conscientious and practical presenta- 
tion of the subject. Each chapter con- 
cludes with a number of “problems,” viz, 
questions on the topics under discussion. 
These are penetrating, and a good exer- 
cise for the serious reader. Four new 
chapters have been added to the work, 
and the whole has been completely re- 
vised, as the authors state in their 
preface to this fourth edition. In addi- 
tion to the index, there is a sixteen page 
itemization of selected readings. 


Retirement and Insurance Plans in 

American Colleges 

WILLIAM C. GREENOUGH & FRANCIS P. 

KING. Columbia University Press, New York 27 

(480 pp.; $8.50). 

Mr. Greenough is the president, and 
Mr. King research officer of Teachers 
Insurance and Annuity Association of 
America and also of College Retirement 
Equities Fund. Information supplied by 
over a thousand college officers forms 
part of the basis for this study of the 
various means by which colleges provide 
retirement benefits for faculty and staff. 
The competition with big business, which 


provides so many attractions to the able 
man, has led to a continual improvement 
of college retirement and benefit plans. 
These now include, as well as the group 
life insurance plans, the fairly recent 
development of CREF; Social Security 
coverage within the past decade, and the 
new insurance plans to meet catastrophic 
medical expenses and total and perma- 
nent disability. 

Individual faculty members will find 
this book useful in studying the general- 
ly available plans and those in effect in 
particular institutions. For administra- 
tors there are interesting studies of the 
philosophy of benefit plans, as well as 
analyses of different types of plans, with 
statistical information on those now in 
effect in American colleges. 


Philanthropy in England 1480-1660 


W. K. JORDAN. Russell Sage Foundation, New 

York 22. pp. 410, $6.00. 

The author, who is president of Rad- 
cliffe College and professor of history at 
Harvard University, has based this vol- 
ume on a detailed study of all recorded 
gifts and bequests to charities (broadly 
defined) in a representative group of 
ten English counties for the period cov- 
ered. Development of the charitable trust 
is traced from the 13th century, but 
particularly from the efforts of the 
gentry and the newer urban aristocracy 
and merchants under Henry VIII and 
Elizabeth I. 

The great Elizabethan statute of char- 
itable trusts, notable “because it codified 
a body of law badly needing classical 
statement” is thoroughly discussed and 
2121 trusts “about which we have com- 
fortably complete historical knowledge” 
are analyzed as to type and administra- 
tion. These trusts, with an _ original 
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worth of £727,590, showed total capital 
loss of only £11,702 of original value 
(1.61%) and this includes the many 
small funds which, with the passage of 
time, became merged with larger ones 
and were not really lost to charitable 
use, “We may say with full confidence 
that we deal here with the most amazing 
record of fiduciary responsibility the 
western world has ever known.” 

The author deals with the need for 
charitable funds, the methods for meet- 
ing those needs, the mechanisms and 
laws related thereto, and the motivations 
and achievements of the men who grap- 
pled with the problem. Two more volumes 
on this period are already written in 
first draft to present in some detail the 
philanthropic impulse in English urban 
society, especially in London, and the 
changing structure of men’s aspirations 
in rural England. 


Appraisal 
1959 


American Society of Appraisers, 369 Lexington 
Ave., New York City 17 (525 pp.; $15). 


and Valuation Manual, 


This is the fourth annual volume pub- 
lished by the American Society of Ap- 
praisers. Topics discussed range from 
the valuation of Currier & Ives prints 
or early American pewter to the ap- 
praisal of large-scale housing projects, 
the Empire State Building, sand and 
gravel deposits and tidelands. Underly- 
ing principles of appraisals, a code of 
ethics, and index to this as well as the 
earlier volumes are included. 


ARTICLES 


Beware of Trusts for Dependents! 


DAVID L. SAMUELS. Taxes, November, 1959 
(4025 W. Peterson Ave., Chicago 46; $.75). 


Mr. Samuels’ study of the use of short 


term trusts leads him to conclude that 
such trusts are appropriate in cases where 
the grantor is not legally obligated to 
support the beneficiary of the trust. 
Where, however, the beneficiary is a de- 
pendent of the grantor, the effect may be 
that all income of the trust disbursed 
for the support or maintenance of the 
beneficiary is chargeable to the grantor 
for tax purposes — even though the dis- 
bursements go beyond the legal support 
obligation. Various facets of this prob- 
lem are explained. 


Gifts — Mistake — Rights of the 
Donor, Donee and Their Successors 
in Interest to Relief 
GEORGE E. PARKER, III. Michigan Law Re- 
view, November, 1959 (Ann Arbor, $2). 

The right to relief for mistake, one 
of the traditional grounds of equity 
jurisprudence, has been most often dis- 
cussed in connection with bargain trans- 
actions. This comment deals with the 
donor’s rights against a mistaken trans- 
feree or donee, the latters’ rights against 
a donor, the rights of an intended donee 
against the mistaken transferee, and 
also the problems which arise when the 
relative rights of more than two parties 
are involved. 


The Rule Against Perpetuities and 

“Wait and See” 

WILLIAM R. COHEN. Temple Law Quarterly, 

Fall, 1959 (1715 North Broad Street, Philadel- 

phia 22; $2). 

In 1947, Pennsylvania initiated the 
“wait and see” approach as a panacea 
to the frustrations occasioned by the 
Rule against Perpetuities. Since then 
four states have enacted similar doc- 
trines, and other states have approached 
the “wait and see” principle by case law. 
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The wisdom of the new rule is subject 
to considerable debate. Mr. Cohen here 
presents his arguments in favor of ex- 
tending the doctrine of “wait and see,” 
(as only Pennsylvania has so far done) 
to take in situations coming within the 
Rule against Accumulations. The author 
feels that reform in the first area is 
incomplete unless it embraces the similar 
situations of accumulations. 


North Carolina’s New Intestate Suc- 
cession Act 


NORMAN A. WIGGINS. Bar Notes, November 
1959. (North Carolina Bar Association.) 


The first complete revision of the 
state’s laws, pertaining to the distribu 
tion of real and personal property of 
persons who die without having made a 
will, takes effect in North Carolina with 
respect to individuals dying intestate af- 
ter July 1, 1960. The author, who is as- 
sociate professor of law at Wake For- 
est College School of Law, here traces 
the history and purposes of the new act, 
and then discusses its separate provisions 
in detail. 


Desirability of Pour Over Legislation 


Minnesota Law Review, November 1959 (Minn- 

eapolis 14; $2). 

After consideration of legislation re- 
cently enacted in many states, to vali- 
date a “pour over” from a will to a trust 
and give testamentary effect to subse- 
quent amendments to the trust; the 
author of this note urges that Minne- 
sota undertake similar revision to clarify 
the law of that state. It is argued that 
such legislation enables testators to dis- 
pose of their property “through an inte- 
grated and unified estate plan which con- 
trols both inter vivos and testamentary 
dispositions *** and provides better pro- 
tection against fraud than would a 
statute permitting the trust amendment 
to control testamentary disposition.” 


Minimum Deposit Plans 


ROBERT W. SMITH. Estate Planners Quarter- 
ly, September, 1959 (215 W. 34th St., New 
York City, Annual Subscription $10). 

The controversy about “minimum de- 
posit plans” had led to this paper ex- 
plaining such plans in “a non-partison, 
objective legal analysis.” The _ back- 
ground, mechanics and advantages of 
the “minimum deposit plan” are set 
forth, the tax deduction essential is 
explained, as well as the interest deduc- 
tion and other factors. Certain safe- 
guards are suggested incidental to the 
sale of these plans, the role of the agent 
is discussed and New York’s proposed 
regulation. 


A AA 


e The 1959 Supplement to Nossam:», 
“Trust Administration and Taxation” (2 
vols.) has been issued by the publishe’s, 
Matthew Bender & Co., Albany, N. Y. 
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CHARITABLE TRUSTS — Bequest for 
Playground for “White Children” is 
Void 

Michigan—Supreme Court 
LaFond v. City of Detroit, 357 Mich. 362. 


Sagendorph gave the residue of her es- 
tate to “the City of Detroit, Wayne 
County, Michigan, for a playfield for 
white children, (to) be known as the 
Sagendorph Field.” Further she stated 
that her entire will was to be “carried 
out to the letter. Heirs at law of the 
testatrix contended that the residuary 
clause was void as being in violation of 
the laws of Michigan and the Fourteenth 
Amendment to the Constitution of the 
United States. The City of Detroit, as 
beneficiary, through its Common Coun- 
cil, unanimously adopted a resolution to 
accept the residuary bequest provided 
that the trial court would construe the 
residuary clause as giving the City the 
right to make a playfield available to all 
children without regard to race, color 
or creed, and the resolution provided that 
in the event of such construction the 
field would bear the name “Sagendorph 
Field.” The City urged the application 
of the cy pres doctrine in keeping with 
its contention that courts, as a general 
rule, give a liberal construction to char- 
itable gifts in order to preserve as near- 
ly as may be the charitable purposes of 
the donor in the event of some ambiguity, 
or some impossible or illegal condition. 
The City pointed out in this regard that 
to defeat the charitable bequest com- 
pletely would mean that heirs to whom 
the testatrix did not intend to leave the 
residue of her estate would be enriched. 


The trial court construed the residuary 
clause to be void. On appeal by the City, 
the trial court’s holding was sustained 
by the Supreme Court, equally divided. 


HELD: The bequest is void. The lan- 
guage of the bequest is not indefinite nor 
incertain but on the contrary is a very 
positive order: the playfield is to be 
used “for white children.” The terms 
ised are words of command, particularly 
vhen coupled with the directive of the 
estatrix that her will be carried out 
‘to the letter.” To carry out the be- 
quest as written would be contrary to 
ooth the laws of Michigan and the United 
States, and the City of Detroit is pro- 
hibited from accepting the bequest and 
then taking an action opposite from that 
intended by the testatrix. 
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The doctrine of cy pres cannot be ap- 
plied in a case of this type in order to 
validate the bequest. The doctrine has 
no application where it is legally impos- 
sible to carry out the object of the be- 
quest. Irrespective of the court’s desire 
to encourage the creation of playgrounds 
for children, the cy pres doctrine, which 
in the proper case is applied as an aid 
to the court where ambiguities appear, 
cannot be used for the purpose of 
eliminating clear and direct words in 
a will. 


CHARITABLE TRUSTS — Statute Valid- 
ating Charitable Bequests in Pro- 
hibited Period Applies Where Prior 
Will was Executed in Same Period 


Florida—District Court of Appeals, 6th Dist. 
In re Estate of Blankenship, 114 So. 2d 519. 


Testatrix died on February 25, 1958, 
leaving a last will executed three days 
prior to her death, the effect of which 
was to give her entire estate to charity. 
The last will was substantially identical 
to a series of prior wills, executed in the 
years just preceding decedent’s death. 
One such prior will had been executed in 
January, 1958, within six months of de- 
cedent’s death. 


Under Florida law, F.S. 732.19, a 
charitable testamentary gift is void un- 
less the will was executed at least six 
months prior to decedent’s death. In 
1957 the legislature added a proviso sav- 
ing charitable gifts if the last will ex- 
ecuted within the prohibited six months 
period contained charitable gifts sub- 
stantially identical to those in the “will 
duly executed immediately next prior to 
such last will and more than six months 
before his death.” In the instant case, a 


disinherited heir attacked the charitable 
gift upon the theory that the will next 
prior to the last will was also made 
within the prohibited six month period, 
and hence the gift was not saved by the 
protective language of the amendment. 


HELD: Charitable gift sustained. The 
Supreme Court ruled in Jn Re Pratt’s Es- 
tate, 88 So. 2d 499, that a charitable gift 
in a will made within six months of de- 
cedent’s death was void, despite the fact 
that it contained substantially identical 
charitable gifts as the prior will made 
more than six months before descedent’s 
death. The 1957 amendment, closely fol- 
lowing that case as it did, was obviously 
designed to mitigate its harsh results. 
Had decedent drawn but one will during 
the six month period, admittedly it would 
have been valid under the 1957 amend- 
ment and the sheer coincidence of testa- 
trix having drawn two wills with sub- 
stantially identical charitable gifts with- 
in the six month period should not change 
the result. 


CLaims — Right of Sole Beneficiary 
to Grant Extension of Time to Pay 
Money Owed to Estate 


New Jersey—Superior Court 
Nazzaro v. Nazzaro, 154 A. 2d 836. 


Mother left estate, with exception of 
two parcels of real estate, to father. 
Thereafter, father gave son permission in 
writing to repay any sums due mother at 
date of latter’s death over period of 
twenty years. Executor of mother’s es- 
tate contended that father, as residuary 
legatee of mother’s estate, did not have 
power to grant extension of time for 
payment of debts due estate. 

HELD: Where wife’s estate was 
solvent and amount due her from her 
son was not needed to pay debts or ad- 
ministration expenses, husband, as sole 
beneficiary of her estate, could grant 
to son, even without executor’s consent, 
extension of time within which to pay 
money owed to estate. 


COMMUNITY PROPERTY — Interpreta- 
tion of Will Disposing of Separate 
Estate as Though it Were Commun- 


ity 
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California—District Court of Appeal 


Estate of Rupley, 174 A.C.A. 651 (Oct. 20, 


1959). 


The facts, somewhat simplified, are 
that a man whose property was all 
separate, but who thought it was com- 
munity, by his will left to his wife “her 
half interest in the said community real 
property,” bequeathing to her also “all 
of my interest in *** all community per- 
sonal property.” 


HELD: The will evidenced an intent 
to give the widow half of the estate, 
though the testator erroneously thought 
he was leaving to the widow her half of 
the community property. 


DISTRIBUTION — Effect of Anti-Lapse 
Statute Construed as to Class Gifts 


Florida—District Court of Appeal, 1st Dist. 
Drafts v. Drafts, 114 So. 2d 473. 


This is a case of first impression un- 
der the Florida anti-lapse statute, F.S. 
731.20. Testatrix had seven brothers and 
sisters, three of whom died leaving lineal 
descendants prior to the execution of the 
will; two of whom died leaving lineal de- 
scendants after the will was executed, 
but prior to testator’s death; and two 
of whom survived testatrix. The residu- 
ary clause bequeathed the bulk of the 
estate to her brothers and sisters. The 
statute states that when property is 
bequeathed to an adopted child or blood 
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kindred of testator, and such legatee 
predeceases testator, either before or 
after the will is executed, leaving lineal 
descendants, the gift does not lapse and 
such descendants take in the same man- 
ner as the named legatee. 

HELD: The majority of jurisdictions 
have held that a non-lapse statute ap- 
plies to members of a class who die after 
the execution of a will, but prior to the 
date of testator’s death; but, on the other 
hand, a majority of states hold that a 
non-lapse statute does not apply to a 
member of a class dead at the time of 
the execution of the will. The majority 
of the court aligned itself with the 
prevalent view on both issues. The dis- 
senting member of the three-judge court 
would have excluded all class gifts from 
the protection of the statute, upon the 
simple theory that there is no lapse of 
a class gift until all members of the 
class have died. 


EXPENSES — Fees of Attorney for 
Trust Contestant Not Payable Out 
of Estate 


Colorado—Supreme Court 

In Matter of Estate of Coors, Duke v. Inter- 

national Trust Co., Sept. 21, 1959. 

Coors left a will and a codicil. Article 
Fourth of the will established a trust 
naming Thaxter as the income benefi- 
ciary. On this subparagraph appeared 
an interlineation in ink “and Jane Gar- 
rison Duke.” Temple and Keating were 
retained as attorneys for Duke to estab- 
lish her right to participate in the trust. 
The executors offered the will for pro- 
bate, alleging that the notations were 
no part of the will and it should be ad- 
mitted to probate without them. Duke 
then filed a petition asking for the ad- 
mission to probate of the notations on 
the will which were designated as Codi- 
cil No. 1-a. Thaxter filed objections to 
this petition. The court admitted the 
will and the first codicil to probate, de- 
creeing that the notations did not con- 
stitute a part of the will. 

Temple and Keating then filed a pe- 
tition asking for attorneys’ fees for their 
services. This petition was denied on the 
basis that the work performed by them 


was a duplication of work already per- 
formed by the attorneys for the execu- 
tors and that their services were of no 
value to the estate. 

HELD: Affirmed. This was not a pro- 
ceeding for the construction of the will, 
and the services of Temple and Keating 
did not benefit the estate. This was an 
adversary proceeding, and Temple and 
Keating represented one of the con- 
testants, who must bear her own at- 
torneys’ fees. What they did was not for 
the benefit of the estate but solely for 
the benefit of Duke. Where a contest i 
narrowed down to one of personal inte 
est between parties interested in an 
estate, attorney’s fees are not generally 
allowed out of the estate. 


Joint TENANCY — Bank Account 
Created Right of Survivorship 


Pennsylvania—Supreme Court 
Armeour Estate, 397 Pa. 262. 


Decedent and a man designated as her 
uncle, but not related to her, opened a 
joint savings account with an agreement 
signed by both that the account was 
joint, either to draw, and on the death 
of one, the bank was authorized to deal 
with the survivor as the sole owner. De- 
cedent retained the passbook. After de- 
cedent died, the survivor withdrew the 
balance. The administratrix filed a peti- 
tion in the Orphans’ Court to determine 
the title to the funds in the account. 
The lower Court dismissed the petition 
on the authority of Furjanick Estate, 375 
Pa. 484. The administratrix appealed. 


HELD: Affirmed. The touchstone of 
this case is the fact that what purports 
on its face to be a complete written 
agreement was executed by the parties 
at the time the account was opened and 
no fraud, accident or mistake is alleged 
or proved. Therefore, the rule of Furja- 
nick Estate applies, namely, that where 
there is no fraud, accident or mistake, 
parol evidence which conflicts with a 
complete written agreement is_ inad- 
missible. The agreement was prima facie 
evidence of a gift by decedent to the 
other and the creation of a joint tenancy 
with right of survivorship. 
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Joint TENANCY — Proceeds on Con- 
demnation of Property Owned by 
Entirety Belong to Spouses with 
Husband Entitled to Income for 
Life 

Massachusetts—Supreme Judicial Court 
Ronan v. Ronan, 1959 Mass. 1079. 


Joint earnings of husband and wife 
were handled by the wife for their com- 
mon purposes. They purchased the house, 
taking title as tenants by the entirety. 
The house was paid for as follows: $500 
cash by the wife and the balance of 
$10,500 by a G.I. mortgage, for which 
the husband was eligible. The wife made 
all the payments, including repairs, to 
a total of approximately $7,286. The Com- 
monwealth took the property by eminent 
domain, and after deducting all encum- 
brances, etc., there remained $4,241 which 
was paid in the form of a check to the 
wife and the husband’s conservator. The 
wife argued that the taking by the Com- 
monwealth changed the tenancy by the 
entirety to a joint tenancy. 

HELD: The net balance of the pro- 
ceeds, representing the equity, stands on 
the same footing as the real estate did 
and belongs to the parties as tenants 
by the entirety. Accordingly the balance, 
with all accumulations of interest, must 
be deposited in a savings bank in the 
joint names of the husband and wife as 
tenants by the entirety, the interest dur- 
ing their joint lives to be payable to the 
husband, and upon the death of either 
the survivor is entitled to the whole. 


LIVING TRusTs — Independent Signi- 
ficance Theory Recognized in Pour 
Over to Revocable Insurance Trust 


New York—Surrogate’s Court, New York Co. 
Estate of George A. Hammer, No. 2612/1957. 


The testator created a revocable in- 
surance trust. The trustee, a Pennsyl- 
vania bank, objected to the executor’s 
account. The executor contended that the 
objections could not be heard because 
the Pennsylvania bank had not qualified 
as trustee in New York since it was 
not a trustee under the will but the lega- 
tee of the residue which was to enlarge 
the living trust, the “poured over” assets 
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to be administered as an integral part of 
the living trust. 


HELD: The trustee could object to 
the executor’s account, thus giving 
proper effect to the theory that the liv- 
ing trust had independent significance, 
although it was revocable. (See T&E 
May ’58, p. 416.) 


POWERS OF APPOINTMENT — Power 
Held Not to be Imperative 


Missouri—Supreme Court, Div. No. 1 
In re Sidebottom’s Estate, 327 S.W. 2d 270. 


The last paragraph of the residuary 
trust directed the trustee, as soon as 
practicable at the end of six years after 
the trustee came into possession of the 
property, to pay over all the property 


“to that Presbyterian School located in 
the west half of the Synod of Missouri, 
which the Board of Christian Education 
of the Presbyterian Church in the United 
States of America located at Philadelphia, 
Pennsylvania shall designate to receive 
the same and thereupon this trust shall 
cease and terminate. Should said Board 
at the end of said period not designate any 
such school to receive said property, then 
the said trust shall continue for a period 
of not to exceed four years, under the 
provisions in this will; and if the said 
Board shall not within said additional 
period of four years designate any such 
a school to receive said property, the said 
Trustee shall pay and turn over to Park 
College, Parkville, Missouri, all of said 
property, money and funds in his hands.” 


At the end of the ten-year period the 
trustee filed a petition in the Circuit 
Court for final settlement, stating that 
the Board referred to in the residuary 
clause had not designated any school to 
receive the trust property and that Park 
College, named in the will, and Mis- 
souri Valley College, which was the only 
Presbyterian school located in the west 
half of the Synod of Missouri, should be 
required to interplead and set out their 
respective claims, which was done. 

The trial court sustained Park’s mo- 
tion to dismiss on the ground that the 
petition of Missouri Valley did not state 
a claim upon which any relief could be 
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granted, It directed that the trust assets 
be paid over to Park College. Missouri 
Valley appealed. 

HELD: Affirmed. If the power given 
to the Board was a power in trust or a 
power coupled with a trust, the donee 
of the power would have no discretion 
whether the power should be exercised; 
it would be imperative that the power 
be executed. Such a power creates an 
equitable right in the beneficiary that 
will be protected in a court of equity. 

If the power given to the Board was 
a mere power, the board could execute 
or not execute the power according to 
its own judgment. No court could compel 
or control its discretion or exercise its 
discretion for it, if for any reason it left 
the power unexecuted. 

The determinative factor in deciding 
whether a power of appointment is a 
mere power, discretionary in nature, or 
a power in trust, imperative in charc- 
ter, is the intention of the donor ascer- 
tained in the light of all the circum- 
stances, including (1) whether there is 
an express or implied gift over in de- 
fault of appointment, (2) the imperative 
or precatory character of the language, 
and (3) the relations between the parties. 

Where the donor of the power specifi- 
cally and expressly provides that if the 
donee fails to exercise the power a desig- 
nated person shall be entitled to the 
property, no trust is created, and the 
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person so designated is entitled to the 
property in default of appointment. Here 
the donor created a mere power in view 
of the express gift over to another in 
default of appointment. 


SPOUSE’s RIGHTS— Widow May Elect 
Against Will When Marital Deduc- 
tion Formula Clause Produces Less 
Than Elective Share 


New York—Surrogate’s Court, New York Co. 
Matter of Hartzberg, N.Y.L.J., Nov. 13, 1959. 


Decedent’s will contained a formula 
clause which was designed to create a 
trust for his wife of so much of the 
property passing under the will as when 
added to other items passing to the wife 
under and outside the will would pro- 
duce precisely the maximum marital de- 
duction. The testator had bank accounts 
payable on death to his wife aggregat- 
ing about $160,000 and stock of a co- 
operative apartment held in joint names 
with his wife. Under the formula, the 
amount of the marital deduction trust 
had to be reduced by the value of such 
bank accounts and the cooperative apart- 
ment stock. The reduced amount passing 
under the will to the wife is less than 
the one-half share which she may de- 
mand under Decedent’s Estate Law Sec- 
tion 18. 

HELD: The widow is entitled to re- 
ceive outright, from the probate estate, 
the difference between her elective share 
under Section 18 and what passed to 
her under the will, plus all items that 
passed to her outside the will. 

NOTE: This decision results in the 
wife’s receiving more than the maximum 
marital deduction, and demonstrates 
again the danger of relying on formula 
clauses to produce precisely the maxi- 
mum marital deduction. 


WILLs — Construction — Right to In- 
come Depended on Condition Pre- 
cedent 


California—District Court of Appeal 
Estate of Kincaid, 174 A.C.A. 81 (Sept. 28, 
1959). 
Kincaid’s will left his estate in trust 
to pay such sums as might be necessary 


to maintain his wife Rose and his daugh- 
ter Helen. If Helen predeceased the 
testator the trustee was authorized to 
expand monies for the support, etc., of 
testator’s grandson Bennie. On the de- 
cease of Bennie the remainder of the 
trust estate was to be distributed to his 
children on reaching their majority, or 
in default of issue, then to educational, 
ete., organizations. 

Decree of distribution was entered in 
1956 embodying the language of the will. 
In 1957 this petition was filed by Bennie 
for an order construing the trust, alleg- 
ing that the decree and will were un- 
certain and ambiguous as to disposition 
of income after the death of Helen, who 
had died during pendency of probate 
proceedings. From a decree adverse to 
his claim that there was an implied gift 
of benefits to him following the death 
of Helen, Bennie appealed. 

HELD: Affirmed. There was no gift 
of income in his favor by implication. 
The requirement that Helen predecease 
testator in order to give Bennie any 
right to receive payments from the trust 
was a condition precedent. 

NOTE: The only thing the case de- 
cides is that the grandson Bennie was 
not entitled to income. At the time the 
case arose Bennie had no children, It 
seems that if he had had issue at that 
time, the income being undisposed of in 
the event which happened and no direc- 
tion for its accumulation having been 
given, the income would belong to the 
children as the “persons presumptively 
entitled to the next eventual interest.” 
($733, Civil Code). There being no per- 
son in being representing the first line 
of contingent income beneficiaries, name- 
ly, Bennie’s issue, it seems that the in- 
come would be distributable to educa- 
tional and charitable organizations se- 
lected by the trustee. This question is not 
involved, the court contenting itself with 
pointing out that the income would go to 
the persons presumptively entitled to the 
next eventual interest, not attempting to 
say who they are. 


WILLs — Probate — Admittedly De- 
fective Will Stands Where Appeal 
Not Timely Taken 
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Model of $20 million Pittsburgh Public 
Auditorium, financed by public and private 
funds including the Edgar J. Kaufmann 
Charitable Trust and scheduled for comple- 
tion 1960. The open air stadium can be con- 
verted in 2144 minutes to a weatherproof 
auditorum by means of the stainless steel 
retractable dome, largest in the world. One 
section of permanent seats (at left) can be 
raised to provide a stage. Seating capacity 
will vary from 7,000 to 13,600 depending on 
the event. 





South Carolina—Supreme Court 
Wooten v. Wooten, filed Nov. 6, 1959. 


The will in question was admitted to 
probate in common form on March 8, 
1957 and petition attacking it was not 
filed until January 27, 1958. For pur- 
poses of the appeal, it was agreed that 
the witnesses were not all present at the 
making of the will. The lower court dis- 
missed the petition for the reason that 
the same was not filed within six months 
from the date will admitted for probate 
in common form, as required by statute 
in South Carolina. 

HELD: Affirmed. The Legislature has 
set the time in which the validity of a 
will may be challenged, in the absence 
of infancy, to six months, and this pro- 
ceeding not having been instituted within 
six months from date of probate in com- 
mon form, the validity of the will cannot 
now be attacked. 


WILLS — Probate — Holographic 
Wills Requires Full Date 


California—District Court of Appeal 
Estate of Carson, 174 A.C.A. 325 (Oct. 7, 1959). 


The will in question was entirely in 
the handwriting of the deceased, but the 
date of its execution read, “May 1948,” 
the day of the month being omitted. 
Superior Court denied probate. 


HELD: Affirmed. May 1948 does not 
constitute a date within the meaning of 
Sec. 53, Cal. Probate Code, which re- 
quires that a holographic will be “en- 
tirely written, dated and signed by the 
hand of the testator himself.” 


A A A 


e A pooled investment fund — to be 
known as Common Trust Fund B — for 
use of pension and profit-sharing trusis 
has been announced by American Trus' 
Co., San Francisco. It will be operate:! 
in two divisions, one for equities an‘ 
one for fixed income investments, permi'- 
ting the proportions to be determine’ 
individually for each participating trus'. 
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FLEET ADMIRAL WILLIAM F. HALSEY, 
JR., appointed Fiduciary Trust Co. of 
New York and his son as executors and 
trustees under his will. He directed his 
executors to divide his estate into three 
parts, and to pay $2,500 to his wife from 
one part with rest of that part to be 
held in trust to pay her the income for 
her lifetime. On Mrs. Halsey’s death the 
remaining corpus is to be distributed to 
the naval hero’s then living issue per 
stirpes. The sum of the remaining two 
parts is to be disposed of as follows: 
$30,000 to a named individual and the 
balance divided between the admiral’s 
son and daughter. 


GALE THOMPSON, Chicago real estate 
man and brother of the late mayor “Big 
Bill” Thompson, disposed of an estate 
inventoried at $15,000,000, of which over 
$11 million was represented by 81,900 
shares of Union Carbide stock. Harris 
Trust & Savings Bank, Chicago, is named 
executor as well as trustee. Two trusts 
of $100,000 each, with income from both 
and so much of principal as the trustee 
deems necessary, are for the support 
and maintenance of a named _indi- 
vidual for her life. The remainder of 
one trust is to be distributed to four 
Chicago charitable institutions, while the 
remainder of the other is to be divided 
equally among three nieces, or their de- 
scendants per stirpes. 

A chauffeur is given $10,000 and any 
automobiles owned by the testator, to- 
gether with income of $200 per month 
from a trust fund of $115,000, of which 
another individual is also named benefi- 
ciary to the extent of $150 per month 
for life. At the death of the survivor of 
these beneficiaries, the remainder of this 
trust is to be divided among the afore- 
said charities. The residuary estate is 
left in equal shares to three nieces, 


RICHARDSON PRATT, senior partner of 
the investment banking firm of Charles 
Pratt & Co., and chairman of the board 
of Pratt Institute, provided cash legacies 
of $50,000 each for his son and daugh- 
ter, $25,000 to their spouses, $10,000 to 
a sister-in-law and brother-in-law, and 
$5,000 to a friend. Pratt Institute re- 
ceives $50,000 as does Amherst College, 
with legacies totalling $95,000 passing 
to other educational, charitable and re- 
ligious institutions. A provision for 
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servants did not come into effect as Mrs. 
Pratt survived. 

Two trusts are created for her benefit. 
As to one trust, constituting 50% of the 
value of the adjusted gross estate, less 
the value of property otherwise passing 
to Mrs. Pratt, the principal is to be dis- 
tributed as she directs in her will. The 
other trust, consisting of the residue of 
the estate, is to be held in trust for the 
widow’s benefit and after her death for 
the benefit of the testator’s issue. When 
the last of the issue surviving at Mr. 
Pratt’s death dies, the principal is to be 
distributed to his then living issue. A 
power of appointment under his father’s 
will was partially exercised in favor of 
Mrs. Pratt. The son and United States 
Trust Co. of New York were appointed 
executors and trustees and are given 
specific powers to continue the testator’s 
interest in the banking firm. 


CHARLES JOHNSON, JR., board chair- 
man of Endicott Johnson Co., shoe manu- 
facturers, left his entire estate, except 
for gifts of company stock to relatives 
and employees, to his widow. One half 
the residuary estate, estimated at $1 
million, will go to Mrs. Johnson outright, 
the remainder in trust for her benefit, 
to be divided between two daughters up- 
on her death. The Marine Midland Trust 
Co. of Southern New York at Binghamp- 
ton is named co-trustee. 


CARLE C, CONWAY, former board chair- 
man of Continental Can Co., left $500,- 
000 outright to his wife, plus all chattels 
and the proprietary lease on his New 
York apartment. Other legacies include 
$130,000 to two named individuals and 


$100,000 to the Carle C. Conway Scholar- 
ship Foundation. The executors are di- 
rected to pay such amounts as they deem 
proper to employees, ranging from $1,000 
to $5,000 to any one individual, The 
residuary estate is divided into two 
parts, each to be held in trust subject 
to an annuity aggregating $7,500 per 
annum for a named friend; Mrs. Con- 
way is to receive income from these 
trust funds during her lifetime, and upon 
her death she has power to appoint the 
principal of one such fund by will. Upon 
the death of the annuitant, the other 
trust is to be divided into four trusts, 
one for each child of the testator who 
will receive net income during lifetime, 
and whose children will receive the 
corpus on the death of the beneficiary.. 
The Bank of New York is co-trustee and 
co-executor. 


Epwarp S. Moors, JR., chairman of 
the executive committee of National Bis- 
cuit Co. named the First National City 
Trust Co. of New York co-executor and 
co-trustee under his will. He left all 
tangible personal property, real proper- 
ty, and the proprietary lease on his New 
York apartment to his wife, plus “such 
fractional share of my estate as shall be 
equal to the maximum marital deduction 
allowable in determining the Federal Es- 
tate Tax,” diminished by the value of 
property otherwise passing to Mrs. 
Moore. The residuary estate is divided 
into two equal parts, each to be held in 
trust for the benefit of the widow, and 
after her death for the life of a son 
and daughter, whose children will re- 
ceive the corpus of the parent’s trust. 


RussELL Z. JOHNSTON, judge of the 
Hartford Probate Court since 1938 and 
Connecticut’s highest paid jurist, left 
his entire estate, other than books and 
personal effects passing to his son, to 
his wife. He named Hartford National 
Bank and Trust Co. executor. 


FRANK A. ENGLISH, president, Planters 
Nut & Chocolate Co., named Miners Na- 
tional Bank, Wilkes-Barre, as co-execu- 
tor and co-trustee. 
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TOPICAL INDEX TO VOLUME 98: 1959 


(Bold face type indicates original articles, studies and major addresses) 
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85-172 February 


173-300 March 
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ACCOUNTING 
Court & Private 
Order Approving Trustee’s Accounts not Final 
as Between Life Tenant and Remainderman 
Cal.—1173 
Should Testamentary Trusts Be Under Court 
Jurisdiction? — Yes: David Brofman — No: 
Richard M. Davis—146 
Internal 
Internal Trust Audit Control-——W. 
—608 
Method Used by Trustee in Handling Sale of 
“Rights’’ Complied with Statutory Require- 
ments—Mass. 725 


R. Pistole 


New Approach to Trust Accounting—Glenn 
K. Mowry—101 
Relations 
Accountants’ Interest In Insurance To Pro- 
tect Business Clients—Michael D. Bachrach 
—841 


ASSETS 
Administration 

A Trust Operations Manual—George C. Bar- 
clay—1059 

Electronics Applied to Trust Operations 
George E. Madill & William C. Shannon— 
1248 

Informal and Consular Administration of 
Estates—Charles A. Woods, Jr.—1007 & 1077 

Machines in the Trust Department—1099 

Simplicity of Security Transfers by Fiduci- 
aries—Legislation Report—Daniel Partridge, 
IlI—1019 

Trust Operations and Administration—George 
C. Barclay—Monthly feature 

Security Transfers Eased Under Uniform 
Commercial Code in Massachusetts—Elliot 
G. Kelley—94 


Business 
Accountants’ Interest In Insurance To Protect 
Business Clients—Michael D. Bachrach— 

841 


Attribution of Assets and Liabilities where 
Business is Bequeathed—Wis.—289 

Blueprint for Handling Business Interests 
D. S. Willeox—662 

How To Operate A Business—Profitable Poli- 
cies for Corporate Executors and Trustees 
F. M. Smith—1141 

Valuation Rules Changed—New Revenue Rul- 
ing Supports Market Approach in Valuing 
Closely Held Stock—John B. Weed—312 


VP Factor Planning—P. T. 
Cahill—849 


in Business 


ASSOCIATIONS & SCHOOLS 

American Bar Association Probate and Trust 
Law Division Proceedings—922 

Canadian Trust Services Grow—Annual As- 
sociation Meeting Report—410 

FPRA Convention Highlights—1257 

Functions of State Trust Practices Committee 
—Guy Faulk, Jr.—605 

Mid-Continent Trust Conference—1186 

Mid-Winter Trust Conference—189 

New Jersey Trust Conference Highlights— 
1259 

New National Trust School Set Up—420 

New York Trustmen Hold 13th Conference— 
1152 

Pennsylvania Trust Conference—490 

Second Southern Trust Conference—542 

Western Regional Trust Conference—1082 
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523-642 June 
643-730 July 
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BAR RELATIONS 
Bar-Fiduciary Policies Restated (Ga.)—513 
High Court Resolves Questions as to Practice 
of Law by Corporate Fiduciaries—Conn.— 
805 


Importance of Adequate Legal Talent to 
Trust Institutions—Ross L. Malone—186 


Lawyers and Trust Companies in Baltimore 
Issue New Statement—804 


Modus Operandi et Vivendi for Estate Plan- 
ning Team—Reese H. Harris, Jr.—189 


Necessity For Excellence—Professional Status 
of Trustmen—Charles W. Hamilton—1201 


Trust Campanies and Attorneys—George C. 
Barclay—779 

Trustees and the Bar—Poll Lays Basis for 
More Definitive Relationships—Charles F. 
Zukoski, Jr.—546 

Unauthorized Practice Committee Rules on 
Estate Planning—1135 
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BENEFICIARY RELATIONS 
Estate Administration Described for the Fam- 
ily—George C. Barclay—1058 


CHARITABLE TRUSTS 


Accountability of Charitable Trustees—Ralph 
K. Ball—970 


Bequest for Playground for ‘‘White Children’”’ 
is Void—Mich.—1283 
Bequest to Library Did Not Create Trust— 


Colo.—78 
Choice of Theories Upon Which Trust May Be 
Sustained Md.—725 


Devise to Educational Institution Limited to 
Ten Years—Miss.—396 

Discretion of Trustees in Selection of Pur- 
poses Too Broad to Sustain Trust—Me.—78 

Failure of Trustee to Qualify Not Fatal to 
Trust—Tenn.—726 

Gift to Charity not in Existence on Testator’s 
Death Ineffective—Me.—805 

Legacies for ‘‘Causes’’ Held Charitable—Pa. 
—810 

Promotion of World Peace is Charitable Pur- 
pose—Cal.— 396 

Statute Validating Charitable Bequests in 
Prohibited Period Applies Where Prior 
Will was Executed in Same Period—Fla.— 
1283 : 

Transforming Power of a Will—Reappraisal 
of Inheritance Principles and Community 
Funds—Louis S. Headley—603 


e 
CLAIMS 

Admissibility of Evidence of Parties in Ac- 
tion Against Representative of Deceased 
Person—Cal.—910 

Alimony Agreement Survives Death—Pa.—78 
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Legatee not Liable for Decedent’s Tort Action 
—Fla.—1173 
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165 
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Specific Devisee is Liable For Pro Rata Con- 
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Widow May Bring Negligence Against Hus- 
band’s Estate—Pa.—79 
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ticipation—C. E. Treman, Jr.—244 
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Guardian’s Attorney’s Fees 
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New England Trust Department Income Up 
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660, 717 
Setting Pension Trust Fees—George C. Bar- 
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Boulet—610 
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Attorneys’ Fees for Extrordinary Services 
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—858 
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Adoption Bars Inheritance by Natural Heirs 
Cal.—638 
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Bequest to Witness Not Invalid—Cal.—166 
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Contingent Remainder Interests of German 
Aliens not Subject to Seizure—Minn.—1069 
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“Per Representation’’ Construed as “Per 
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Apply to ‘‘Descendants’’—N. Y.—1070 
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Edison Co. Objectives and Investor Reac- 
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1110 
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Stocks or Insurance? Answer to Inflation is 
More Life Protection—Carl E. Stanford— 
826 


Use of Life Insurance in Short Term Trust— 
Arthur H. Dauman—838 


Variable Annuities Vary—Seven Year Report 
of CREF—R. McAllister Lloyd—464 


Variable Annuity Companies Subject to 
S.E.C. Regulations—D. C.—356 


INSURANCE TRUSTS 
Life 
Drafting Insurance Trust With Pour-Over 
Will—G. Van Velsor Wolf—997 


General and Special Uses of Life Insurance 
Trusts—Douglas G. Chapman, Jr.—834 


Role of Trusts in Life Insurance Planning— 
Robert M. Barton—16 
= 


INVESTMENT POWERS 


Effect of Prudent Man Rule on Trusts Ante- 
dating Enactment of Statute—Va.—398 


Investment Fowers Re-Examined (Canada)— 
R. A. Knighton—471 


1289 








INVESTMENTS 


(See also Common Trust Funds and Pension 
Trusts) 


American Depositary Receipts—70 (Substitute 
for p. 1108 Dec. 1958 issue) 

Automobile Revoluticn and American Motors 
Challenge—Richard T. Purdy—1224 


Bank Fiduciary Fund Reports—279 


Cash Plus Steck Dividends—Commonwealth 
Edison Co. Objectives and Investor Reac- 
tions—Gordon R. Corey—339 

Constructing Long Term Common Stock Port- 
folio—Charles V. Kintner—1216 

Corporate Finance Analyses—O. Rogers Flynn 
Evaluation of Emplcyment Costs in Security 
Analysis—36 
Which Type of Growth Stock ?—128 
Stock/Bond Yield Katios as Measure of 
Stock Price Levels—230 
Property, Plant and Equipment Evaluation 
for Commcn Stock Investment—346 & 479 
The Ambiguous Terminology of Security An- 
alysis :— 

Dividend Pay-Out Ratio—581 
Rate of Return on Capital Invested—697 
Interpretation of Per Share Earnings— 
755 
Timing Investment of New Funds in Com- 
mon Stocks—1054 
Major Components of Per Share Income for 
Common Stock—1127 
Rising Tide of Interest in Income ?—1236 


CREF Common Stock Holdings—466 


Do Investment Managers Over-Emphasize In- 
dustry Trends?—Thomas J. Herbert—226 
Equity Holdings in Trusts 

—617 


Fanny May as A Trust Investment—Clyde E. 
Borman—110 


Favorite Canadian Trustee Stocks—458 


George C. Barclay 


Fiduciary’s Dissent from Current Investment 
Philosophy—M. W. Smith—1273 

Foreign Operations of U. S. Corporations— 
Excerpts from Annual Reports of Manu- 
facturers wih Foreign Plants or Invest- 
ments—531, 685, 765, 881, 1047 

Hard Investment Choices Make a _ Trustee 
Trilemma—Martin E. Rooney—468 

Industries Geared for Growth in ’60s—Sum- 
mary of Various Industries’ Outlook—1220 

Investing for Municipal Pension Funds— 
James F. English, Jr.—682 

Investment Company Notes & Index—Henry 
Ansbacher Long—Monthly 

Investment Implications of Population Growth 
—Philip Hauser—1227 

More Equities for Trusts 
Timing—210 

Mortgage Lending in Canada Today—Hints 
for United States Investors—Ernest C. 
Gould—760 

Mutual Fund Accumulaticn Plans—Contrac- 
tual Plan Comes Into Its Own—Walter Losk 
—1034 

New Index of Mutual 
bacher Long—690 

Now is Always Most Difficult Time to Invest 
—Charles W. Buek—572 

On the Energy Front— 
Vincent R. Fowler: 
Washington Paramount Factor in 1959 Out- 


Panel Differs on 


Funds—Henry Ans- 


look—45 
Alternate Committee Programs Analyzed— 
132 


AEC-Congress 
Program—240 
Radioisotopes—Miracle Tool—475 
W. Sterling Cole: 

Cooperation or Confusion—360 


Robert Resor: 

Education for Tomcrrow’s World—588 
Energy for the Next 100 Years—694 
Portents of Change in Our Energy System 
—1042 

Have We Underestimated Our Energy Re- 
sources ?7—1130 

Nuclear Profits Squeezed—1238 

Frank M. Porter: 

Oil's Future in the Energy Market—776 ~ 


Battle Looms on Atomic 


Overseas Investmenis—Their Growing Im- 
portance in Company Operations — Tully 
Shelley, Jr.—454 

Preferred Stocks—Plight and Prejudice—Wil- 
liam H. Gassett—563 
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Real Estate and Mortgages Merit Clcser 
Trustee Scrutiny—William F. Keesler—218 


Security Holdings of Institutional Investors— 
96 


Seminars: 
American Airlines, Inc.—308 
Cincinnati Milling Machine Co.—10 
General Dynamics Corp.—556 
Island Creek Coal Co.—414 
Olin Mathieson Chemical Corp.—650 

Seven Don’ts in Trust Investment Policy— 
Guerry Snowden—576 

Sympcsium Sees Greater Need for Caution in 
Equities—24 

Stocks Held by Institutional 
tual Fund—33 & 675 

What Would the Prudent Man Do?—Condi- 
tions Call for More Equities in Trusts— 
Carlysle A. Bethel—1120 


Investors Mu- 


JOINT TENANCY 
Bank Account Created Right of Survivorship 
—Pa.—1284 
Devise Construed as Joint Estate for Life 
Not Subject to Severance—Mo.—519 


Proceeds on Condemnation of Property Owned 
by Entirety Belong to Spouses with Hus- 


band Entitled to Income fcr Life—Mass.— 
1285 
2 
JURISDICTION 
Appeals from Probate Court Orders—Fla.— 
166 


Choosing Foreign Forum for Probate and 
Administration—Ncrman Stallings & Panel 
—940 & 945 

Facts Indicated Intent of Decedent to Change 
Domicile—Mo.—1070 

Orphans’ Court has Power to Determine Title 
to Joint Bank Account—Pa.—80 

Validity of Widow’s Renunciation is De- 
pendent upon Pricr Determination of Testa- 
tor’s Domicile—U. S. C. A.—638 

Writ of Prohibition Does Not Lie on Issue 
of Res Judicata in Another State—Colo.— 
81 

ws 


LAWS & LAW REFORM 
Legislation Affecting Trusts and Estates—393, 
515, 626, 719, 800, 1020, 1022, 1166 & 1250 
Significant Trust and Probate Decisicns—Paul 
E. Iverson—1015 
Simplificaticn of Security Transfers by Fidu- 
ciaries—Legislation Report — Daniel Part- 
ridge, IIliI—1019 
Trust and Probate Literature—Digests of Ar- 
ticles in Periodicals—Richard D. Jones— 
1023 
D 


LIFE INSURANCE RELATIONS 


Case of the Two Brothers—Example of Spe- 
cialist Cooperation—David B. Fluegelman— 
851 


Guide to Trust-Insurance Collabcration—Fea- 


tures and Refinements of Ccuncil Move- 
ment—858 
Insurance Man vs. Trust Man; A Myth?— 


Value of Planning His Own Estate—War- 
ren H. Eierman & William McGorry—830 


NALU Approach to Estate Planning—Ellen 
M. Putnam—850 

Trust Advertising 
surance—866 

Wrat is a C.L.U.?—Paul S. Mills—857 


Recommending Life In- 


LIFE TENANT AND REMAINDERMAN 

Actions of Life Tenants with Power of Dis- 
position Not Impeachable Except for Bad 
Faith—Fla.—911 

Apportionment of Extraordinary Stock Divi- 
dends Determined—Pa.—167 

Apportionment of Stock Splits Denied—Pa. 
—167 

Fosdick, Cunningham and Chaos: 
of Apportionment 
Niles—924 

New Peril in Paving Over Principal—George 
C. Barclay—1133 


Ways Out 
Dilemma—Russell D. 


Oil and Gas Royalties Must be Apportioned 
—N. Y.—912 

Oil Royalties are not Principal—Cal.—290 

Recent Decisions on Stock Apportionment Call 
for New Formula—Donald S. Cohan—655 & 
899 

Stock Dividends and Stock Splits—George C. 
Barclay—1264 

Stock Split Treated as Apportionable Divi- 
dend Without Adjustment for Purchasing 
Power Change—Md.—806 

Trust Created Annuity Payable Out of Prin- 
cipal or Income—Mo.—912 

Trustee’s Dilemma As To Principal-Income 

To Sell or Not to Sell Stock Pending U;: 
usual Distribution—Allison Dunham—932 

Widow with Life Estate and Power of Sale— 


Miss.—398 
Widow’s Renunciation Accelerated Remainder 
—Utah—1071 


LIVING TRUSTS 
Independent Significance Theory 
in Pour Overs—N. Y.—1285 
Pitfalls in Short Trusts 
Grotheer—12 
‘“‘Pour-Over’’ Wills—and the Statutory Bless- 
ing—Alan N. Polasky—949 
Reservation of Income and Power to Revoke 
Does Not Make Trust Testamentary—Pa. 
see 


Recognized 


Term John M. 


Savings Bank Deposits in Trust for A Passes 
to Him on Depositor’s Death—Mo.—398 
Convertible Living Trust 
matic Custody-Trust 
Brooks—538 & 813 
Use of Life Insurance in Shcrt Term Trust 
Arthur H. Dauman—838 

Uses cf Short Term Trusts—Income Tax Sav- 
ings Presage Greater Growth—Orville A. 
Rohlf—1136 


Flexible and Auto- 
Agreement—Curtis B. 


MANAGEMENT POLICIES 


A Trust Policy Handhbook—Check List for Re- 


ducing Principles to Writing—C. Coleman 
McGehee—1182 
Blueprint for Handling Business Interests 


D. S. Willecox—662 

Hints for Medium Trust Departments 
—265 

Hints for Smaller Trust Deparftments 
—261 

Managerial Bases fcr 
Lee P. Miller—184 

Statement of Principles of Trust Department 
Management—1134 

Trust Operations and Administraticon—George 
C. Barclay—Monthly feature 


Panel 
Panel 


Trust Profitability 


NEW BUSINESS 

Building Trust Business in Smaller Communi- 
ties—781 

Business Development Ways and Means—Noe! 
L. Mills—597 

Correlating Personalized Services — Various 
Trust Facilities for Same Customer Co- 
ordinated—Harold A. Saywell-—432 


Critical Lock at Your Will File—Arthur 5%. 
Carruthers—1138 


New Business Bifocals—Carylsle A. Bethe! 
1161 


On the Publicity Front—Monthly 
Trust Development Programs—155 


Trusts fer Indians—An Increasing Opportu 
ity for Service—788 


t=) 


ORGANIZATION & PERSONNEL 

Committee Organization in Medium Sived 
Trust Departments—Paul W. Morse—78 

Personnel Selection 
Rapperlie—1251 

Tested Technicue fcr Selectiny Trust Dep«rt 
ment Personnel—William S. Sadler, J:.- 
197 

Tomorrow’s Trust Officers—Training Prog? «an 
to Combat Personnel Attrition—Jesse E 
Wilson—1144 


Techniques — John UH. 


TRUSTS AND Esta‘ Es 
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Training of an Estate Planning Agent—FE. L. 
Nicholson—853 

Trust Department in a Branch System—J. R. 
Johnson—257 


PENSION & PROFIT SHARING TRUSTS 


Canadian Experience Under Self-Retirement 
Savings Plans—J. Fraser Coate—252 & 426 
Composite Trusts for Employee Savings and 
Investment Plans—Warren M. Harvey—9%2 
Council of Profit Sharing Industries—A. C. 
Burrows—1252 

Designation of Beneficiary of Profit Sharing 
Plan Death Benefits Not Testamentary— 
Tex.—912 

Digest—Hilary L. Seal: 
Split-Funding Re-Examined—54 
N. Y. Life Insurance Companies Seek Fi- 
duciary Powers—136 
Important New Text-Book on Pensions—2 
The Length of Working Life—374 
Actuary’s Responsibility to Forecast Pen- 
sion Liabilities—488 
Benefits—Competition 
600 
Could Pension Funds Play Too Large Part 
in Economy ?—705 
Death Benefits for the 
782 
Efficient Diversification 
Investments—1056 
Pension Plans and Inflation—1150 
New Regulations on Integration—Paying for 
Social Security—1253 

Disclosure of Pension Data—Cecil P. Bronston 
—250 


7 


— Actuarial Status— 


Owner-Employee 


of Pension Fund 


Eliminating Problems in Administration of 
Keogh Bill Trusts—Edward J. Hawkins, Jr. 
—738 

Equitics Important Medium for 
C. Wadsworth Farnum—222 

Handling Self-Employed Funds—Arthur V. 


Pensions— 


Toupin—254 

How Ford Ceomplied with Employee Plan 
Registration Requirements—R. L. Johnson 
—1245 

Insurance Plus Trust Plans for Self-Em- 


ployed Groups—George S. Vrionis & Martin 
J. O’Toole—864 

Investing for Municipal Pension 
James F. English, Jr.—682 


Legislation Report—William J. Nolan, 
1006 


Market Research Reveals Demand for Self- 
Retirement Plans—Charles M. Bliss—534 


New Profit Sharing Service Set Up—390 

Pension Regulations in Canada—Areas of 
Friction and Restriction Eliminated—R. S. 
Whyte—889 

Pension Trust Growth Rate No Threat to 
Company Control—John D. Lockton—1114 

Progress Report on Self-Employed Retirement 
Act—Cecil P. Bronston—1204 


Setting Pension Trust Fees—George C. Bar- 


Furnds— 


Jr.— 


clay—702 

Trusteed Pension Plans Top $22 Billion— 
561 

U. S. Prospects for Self-Retirement Savings 


Plans—Charles M. Bliss—253 


Versatile Pension Facilities of a Life Insur- 
ance Company—James R. Deans—868 





PERPETUITIES 
(Including Accumulations) 

Change in New York Perpetuities Rule Ap- 
praised—Further Reform Suggested—Rus- 
sell D. Niles—104 

Remainder Over to Grandchildren When De- 
ceased Child Would Have Attained Stated 
Age is Invalid—Ky.—399 

“Second Look” Taken to Validate Exercise of 
Power of Appointment—Md.—290 

POWERS OF APPOINTMENT 

Administrative Aspects of Powers of Ap- 
pointment—Otto J. Zack—1090 

Appointed Trust Must be Administered at 
Domicile of Donor of Power by Trustee 
There Qualified—N. Y.—1173 

Contingent Remainder Interest is Trans- 
missible and Passed Under Exercise of 
Power Given to Decedent’s Wife—Mass.— 
727 


DECEMBER 1959 


General Devise Constitutes Exercise — Ap- 
pointee’s Mistaken Assumption as to Non- 
exercise Not Renunciation—Mass.—519 


Invalid Portion of Exercise May Be Severed 


—Ore.—912 
Power Held Not To Be Imperative—Mo.— 
1285 


Reduced General Power not Automatically 
Exercised by Residuary Clause—Pa.—291 


POWERS 
Foreign 

Right of Corporate Fiduciary to Qualify under 
Trust Containing Out-of-State Realty—Miss. 
—807 

Rights of Non-Resident Trust Companies To 
Act As Ancillary Fiduciary—Chart—517 

Limitations 

Effectiveness of Exculpatory Clauses in Di- 
rectory Trusts—Gcorge T. Cronin—1147 

Power in Trustee to Make Payments of Prin- 
cipal to Beneficiary as She Might Desire 
Implied Discretion Rather Than Direction 
—Mass.—81 

Power to Pay Principal Does Not Give 
Trustees Power to Terminate Trust—N. Y. 
—1071 

Power to Sell Real 
Out Testator’s Intent—N. J.— 

Trustee’s Discretion as to Payments to Bene- 
ficiary Overruled by Court—Mo.—291 

Trustee Properly Required Use of Annuities 
for Beneficiary’s Support Before Expending 
Trust Funds—Va.—1071 


Estate Implied to Carry 
807 





PUBLIC RELATIONS 


Alice in Bankadland or: 
Hassenpfeffer—154 


Affairs Month Gains 


A Slight Case of 


Personal Popularity— 
438 

Pictorial Bank Report Covers—349 

Public Relations—Doing What Comes 
urally—H. H. Webb—439 

Success of Trust Film in Canada—Carman A. 
Jerry—430 


Nat- 


REAL PROPERTY 
(Including Mortgages) 
Devise to Corporation Not Barred by 
stitution—Mo.—168 
Estate Tax Exemption of Foreign Real Estate 
—Walter A. Slowinski and John F. Creed 
—97, 175, & 1177 
Mortgage Lending in Canada Today—Hints for 
United States Investors—Ernest C. Gould— 
760 
Partnership Realty Passes as Personalty on 
Death of Partner—Tenn.—728 
Real Estate and Mortgages Merit Closer 
Trustee Scrutiny—William F. Keesler—218 


Con- 


REVOCATION & TERMINATION 
Committee of Beneficiary with Power of Ap- 
pointment Not Entitled to End Spendthrift 
Trust—Md.—82 
Consent of Beneficiary en ventre sa mere Not 
Required for Revocation—N. Y.—808 


Nominal Bequest to Future Spouse Bars Re- 
vocation Upon Marriage—Cal.—168 


Power to Revoke Includes Power to Amend— 
Pa.—808 

Will Held to Envision Future Marriage— 
Conn.—1071 


SPENDTHRIFT TRUSTS 


Rights of United States as Creditor—U. S.— 
399 


Settlor’s Interest in Irrevocable Trust is At- 
tachable by Creditors—Pa.—292 


SPOUSE’S RIGHTS 
Election to Take Against Insurance Denied— 
Pa.—638 
Election May Be Withdrawn After Time to 
Elect Expires—N.Y.—638 


Election under Law of Succession Not Charge- 
able with Jointly Owned Property—Okla.— 
520 

Prenuptial Agreement Barred Widow from 
Estate and Administration—Ohio—1072 

Realty Acquired from Sister by Will is an 
Ancestral Estate—Ark.—81 

Right to Claim Share Belongs to Guardian 
of Insane Widow, Not Probate Court—Me. 
—399 

Separate Property Disposed of by Will Not 
Subject to Award in Lieu of Homestead— 
Wash.—169 

Separation Decree Does Not Bar Husband’s 
Rights on Estate—Fla.—1072 

Waiver of Will by Widow’s Guardian Valid 
Notwithstanding Provisions Made by Hus- 
band—Mass.—808 

Widow May Elect Against Will When Marital 


Deduction Formula Clause Produces Less 
Than Elective Share—N. Y.—1286 
ae 
STATISTICS 
Probate 
Critical Look at Your Will File—Arthur S. 


Carruthers—1138 

Few Wills Successfully Contested—891 

Trust Funds 

$50 Billion in Personal Trusts—Misguided In- 
terpretation by Public Press—736 

Gain in State Trust Assets Reported—373 

State Trust Assets $22 Billion—150 

Trust Activities of National Banks—Report 
of Comptroller of Currency—1060 

Trust Operations in Sixth District—Plea for 


National Trust Statistics—W. M. Davis— 
700 
Volume of Estate, Trust & Agency Funds 


Administered By Canadian Trust Companies 
—4l11 

Widespread Trust Growth—Quotes & Tabula- 
tion of Trust Data in Annual Reports—100, 
272, .364, 498, 711 


TAXATION 
Estate & Inheritance 


Assets of Irrevocable Trust Included in Estate 
of Settlor Who Had Income Interest for 
Life—Mo.—7?3 

Calculating Graduated Inheritance Tax Rates 
—Wash.—169 

Contribution Between Inter Vivos Trustee 
and Inter Vivos Transferees—Me.—1072 

Deferred Payment of Estate Taxes—‘s In- 
stallment Privilege Worth Exercising ?— 
Sidney D. Krystal—1094 

Federal Estate Tax Payable from Residuary 
~ Estate but Contrary Instruction of Testa- 
tor to be Given Effect—N. J.—1072 

Tax Clause in Will Did Not Free Inter Vivos 
Trust from Liability—S. C.—1073 

Taxes Charged to Principal, Not Income— 
Cal.—639 

Cautions on Estate Tax Instalment Privilege 
—Robert F. Spindell—75 

Estate Tax Exemption of Foreign Real Estate 
—Walter A. Slowinski and John F. Creed 
—97 & 175 

Financing English Death Duties—780 

Incidence of Foreign Death Duties (England) 
—512 

Pecuniary or Fractional Formula? A New 
Look at Choices for Obtaining Marital De- 
duction—William McGorry—422 

Power to Distribute to Grantor—Gift and 
Estate Tax Consequences of Trustee’s Broad 
Discretion—Richard B. Covey—322 

Relationship for Rate Class Determined at 
Time Interest Vests—Tex.—808 

Stepchildren Retain Standing for Purposes of 
Classification Even After Divorce of Parent 
and Step-parent.—Wash.—399 

Tax Clause Not Applicable to Nonprobate 
Assets—Cal.—169 

Tax Fixed on Basis of ‘Invalid’ Charitable 
Bequest is Erroneous Where No Objection 
is Made to Bequest—Cal.—82 


General 
Federal Tax Notes—Samuel J. Foosaner— 
monthly 


Post-Mortem Estate Planning—Taxwise Ad- 
ministration Can Reduce Overall Imposts— 
Eugene T. Garrett—1194 

Valuation Rules Changed—New Revenue Rul- 
ing Supports Market Approach in Valuing 
Closely Held Stock—John B. Weed—31i2 

Gift 

Gift Tax Aspects of Entireties—Present Rules 
Facilitate Estate Planning Changes—Allen 

Tomlinson-—895 
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Power to Distribute to Grantor—Gift and 
Estate Tax Consequences of Trustee’s Broad 
Discretion—Richard B. Covey—322 


Income 


Capital Gains Tax Charged Against Shares of 
Individual Remaindermen and Not Charities 
—N. Y.—913 

Effect of Change of Law on Responsibility for 
Trust Income Taxation—Accumulation of 
Income Beyond Permissible Period—Ill.— 
400 

Income Tax Results of Interim Estate Dis- 
tributions to Beneficiaries—A. James Cas- 
ner—200 

Simplification of Income Taxation of Estates 
and Trusts—William P. Sutter—964 

Tax Savings Through Pseudo Corporation— 
Proposed Regulations Pose Traps for Un- 
wary—Moses W. Rosenfeld—316 

Unsuspected Realization of Profit in Estates 
and Trusts—Stuart T. Peeler—1191 

Uses of Short Term Trus‘'s—Income Tax Sav- 
ings Presage Greater Growth—Orville A. 
Rohlf—1136 





WEALTH & PROPERTY RIGHTS 


Champions of Inheritance—Call for Resist- 
ance to Further Tax Attacks on Estates 
and Trusts—Carlysle A. Bethel—181 

Outlook for Trust Services Depends on Fate 
of Personal Rights—Thomas H. Beacon— 
194 

Transforming Power of a Will—Reappraisal 
of Inheritance Principles and Community 
Funds—Louis S. Headley—603 


e 
WILLS 
Construction 
Adopted Child Takes as Remainderman—Ky. 
—913 


After Acquired Cash Did Not Pass by Residu- 
ary Clause—Pa.—1073 

All of Trust Remainder Held to Pass to 
Surviving Remainderman to Carry Out In- 
tent—N. Y.—292 

Bequest of Personal 
tangibles—Miss.—728 

Bequest of Stock Not Owned at Time of Will 
is Enforceable—Tenn.—729 

Bequest to Named Individuals to be Dis- 
tributed According to Memorandum Passes 
to Them in Absence of Latter—S. C.—914 

Bequests Cancelled by Partial Revocation 
Pass under Rcesiduary Clause—Me.—400 

Class of Legatees Closed on Death of Testa- 
tor—Pa.—83 

Class of Trust Income Beneficiaries Closed 
at End of Measuring Life—Md.—729 

Common Disaster Clauses Applied Although 
Deaths Did Not Occur as Result Thereof— 
N. Y.—520 

Date for Determination of Descendants on 
Termination of Trust—Contest Clause Up- 
held—Mo.—169 

Date for Determining 
Ss. C.—170 

Definition of Heirs Determined as of Life 
Tenant’s Death—Mo.—170 

Determination of Shares Allocable to A and 
B Trusts—Ky.—520 

Determining Members of Class—Ore.—292 


Property Included In- 


Heirs of Decedent— 


Devise so Long as Widow Remained on 
Premises Created Life Estate Only—Pa.— 
520 

Devise to Unmarried Daughter and Her 


Descendants Created Life Estate—Neb.—729 
Devise Transferred to Residue—Pa.—402 
Disposition of Remainder on Death Without 

Issue—Colo.—1073 
Effective Date of Reverter—Okla.—639 
“Heirs” of Testamentary Life Tenant Held 

Not to Include Widow—Del.—640 
Language Held to be Dispositive, Not Merely 

Precatory—Me.—729 
Lapsed Residual Bequests—Joint Ownership 

of U. S. Savings Bonds—Payment of Lega- 

cies Beyond Iron Curtain—Me.—401 
Limitation After Absolute Bequest Held Void 

—Ark.—293 
Pay and Divide Rule Abolished—Pa.—1073 
Per Capita Distribution of Remainder—Pa.— 

640 
Provision Income Should Go to Life Tenant’s 

Wife “‘As Long as She Remains His Widow” 

Includes Third Wife Married After Creation 

of Trust—Mass.—914 


Remainder Not Defeated by Death Prior to 


Life Tenant—Fla.—808 
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Remainder Over After Death “‘Without Heir”’ 
Not Defeated by Adoption of Child—Va.— 
730 

Remainder Vested Subject to Divesiing Con- 
dition—R. I. 1073 

Request to Life Tenant to Bequeath Re- 
mainder Held Precatory—Miss.—400 

Residuary Clause Disposing of ‘“‘Funds Re- 
maining after Settlement of My Estate’ 
Did Not Apply to Real Estate Acquired 
After Execution of Will—Miss.—521 

Right to Income Depended on Condition Prece- 
dent—Cal.—1286 

Rule as to Death of Remainderman Without 
Issue—Ohio—83 

Rule in Shelley’s Case Applied—Tex.—171; 
S. C.—521 

Share of Predeceased Residuary Beneficiary 
Passes to Other Residuary Legatees—Kans. 
—809 

Survivorship Requirements in Remainder In- 
terests—ill.—809 

To Whom Did ‘Except’? Claus2 Apply ?—Pa. 
—640 

Trust for Relatives Valid—Neb.—640 

Unlimited Power of Dispcsiticn Construed as 
Absolute Ownership, Passing Property to 
Predeceased Legatee’s Issue—Tenn.—809 

Who Entitled to Remainder of Trust—Mass.— 
521 


Joint & Mutual 


Document Erroneously Signed is a Nullity— 
Pa.—401 

Effectiveness as Contract-—Cal.—640 

Promise t» Bequeath Survives 
Promisee—Mich.—83 

Reciprocal Wills Are Revocable—Ark.—911 

Survivor Barred from Disposing of Assets 
Contrary to Terms of Joint .Will—Mo.— 
293 

Survivor Limited in Changinz Disposition of 
Estate—Ky.—401 

Will Revoked by Marriage Remains Evidence 
ef Contract—Ore.—521 


Death of 


Probate 


Admittedly Defective Will Stands Where Ap- 
peal Not Timely Taken—S. C.—1286 

Amount of Legacy Immaterial Under Statute 
Invalidating Will Attested by Beneficially 
Interested Witness—Me.—1173 

Choosing Foreign Forum for Probate and 
Administration—Norman Stallings & Panel 
940 & 945 

Codicil Entitled to Probate Where Will Could 
Not Be Found—N. J.—293 

Executor May be Witness 
730 & 807 

Failure of Witness to Form Opinion as to 
Testator’s Mental Capacity Does Not In- 
validate Will—Mass.—84 

Few Wills Successfully Contested—891 

Holographic Will Requires Full Date—Cal.— 
1286 

Imprisonment Does Not Toll Statute of Limi- 
tations on Contest by Heir—Mo.—522 

Instruction to Jury on Burden of Proof— 
Miss.—171 

Lack of Perfect Attestation Clause Cured by 
Proof of Statutory Requisites—N. J.—401 

Lost Will Revokes Earlier Will by Mere Proof 
of Revocation Clause—Mass.—84 

New Issue on Contest May Not be 
on Appeal—Neb.—171 

Prosecution of Claim Does Not Violate “No 
Contest”? Clause of Will—Fla.—809 

Where Copy of Will was Properly Executed 
it May be Probated—N. Y.—293 

Witnesses Signatures on Sealed Envelope 
Containing Will Not Sufficient for Probate 
—Del.—810 


to Will—Ohio— 


Raised 


Prominent & Unusual 


Wills of the Month (feature) :—Clinton H. 
Crane, J. F. Chrysler, Charles J. Whipple, 
Irving McKesson, Roy C. McKesson, George 
H. Richards—72; Tyrone Power, Charles 
F. Kettering, Frank J. Clancy, Solomon J. 
Jacobs—164; Roy O. West, Henry Krumb, 
Vincent Astor—280; Edward J. Boker, John 
MacKie Emery, Helen E. Foulds—394; 
John Foster Dulles, Charles D. Dallas, Al- 
bert L. Viles, George H. Nettleton, Fred- 
erick W. Jackson—630; Russell Barclay 
Kingman, Eliot Wadsworth—722; Princess 
Ella Della Torre E. Tasso, Grace H. Bros- 
seau—787; Marjorie Montgomery Ward 
Baker, Charles M. B. Cadwalader—1061; 
Charles H. Morse, Sr., Donald Roebling, 
Albert Stone, Jr., Vermont Hatch—1170; 
Richardson Pratt; Charles Johnson, Jr.; 
Carle C. Conway; Edward S. Moore, Jr., 
Gale Thompson ; Wm. F. Halsey; Russell Z. 
Johnston—1287 

Trustee Produces an Opera—W. H. Webster 
—1190 


AUTHOR INDEX 
(Original articles and major addresses) 


Bachrach, Michael D.—Accountant’s Interest in 
Insurance—841 

Ball, Ralph K.—Accountability of 
Trustees—970 

Barclay, George C.—Monthly feature—Trust Op- 
erations & Administration 

Barton, Robert M.—Role cf Trusts in Life Insur- 
ance Planning—16 

Beacom, Thomas H.—Outlcok for Trust Services 
194 

Bethel, Carlysle A.—Champicns of Inheritance 
181; What Would the Prudent Man Do?—1120 

Blackwell, Winfield—Foundations and Farms in 
Estate Planning—1198 

Bliss, Charles M.—U. S. Prospects fcr Self-Retire- 
ment Savings Plans—253; Market Research Re- 
veals Demand for Self-Retirement Plans—534 

Boulet, O. E.—Corporate Trust Services in the 
South—610 

Borman, Clyde E.—Fanny May as a Trust Invest- 
ment—110 

Bright, Alice M.—Fees and Ccmmissions in Pro- 
bate Proceedings—1012 

Brofman, David— Should Testamentary Trusts Be 
Under Court Jurisdiction ?—146 

Bronston, Cecil P.-—Disclosure of Pension Data— 
250; Progress Report on Self-Employed Retire- 
ment Act—1204 

Brooks, Curtis B.—-Convertible Living Trust—538 

Buek, Charles W.—Now is Always the Most 
Difficult Time to Invest—572 

Cahill, P. T.—VP Factor in Business Planning 
849 

Cantwell, William P.—Tax-Wise Drafting of Fi- 
duciary Powers—-972 

Carruthers, Arthur S.—Critical 
Will File—1138 

Casner, A. James—Income Tax Results of Interim 
Estate Distributions to Beneficiaries—200 

Chapman, Douglas G., Jr.—Life Insurance Trusts 
—834 

Ceate, J. Fraser—Cenadian Experience Under Self- 
Retirement Savings Plans—252; 426 

Cohan, Donald S.—Recent Decisions on Stock Ap- 
portionment Call for New Formula—655 & 899 

Cole, W. Sterling—Ccoperation or Confusicn in 
Atomic Energy—%60 

Corey, Gordon R.— Cash Plus Stock Dividends 
339 

Covey, Richard B.—Tax Consequences of Power 
to Distribute to Grantor—322 

Creed, John F.—Estate Tax Exemption of Foreign 
Real Estate—97 & 175 

Cronin, George T.—Effectiveness of Exculpatory 
Clauses in Directory Trusts—1147 

Dauman, Arthur H.—Use of Life Insurance in 
Short Term Trust—8&38 

Davis, Richard M.—Should Testamentary 
Be Under Court Jurisdiction ?—146 


Charitable 


Look At Your 


Trusts 


Davis, W. M.—Trust Operations in Sixth Dis- 
trict—700 
Deans, James R.—Versatile Facilities of Insur- 


ance Companies in Pension Plans—868 

Dunham, Allison—Trustee’s Dilemma As To Prin- 
cipal-Income—932 

Eierman, Warren H.—Insurance Man vs. 
Man: A Myth?—830 

Farnum, C. Wadsworth—Equities Important Me- 
dium for Pension Funds—222 

Faulk, Guy Jr.—Functions of State Trust Prac- 
tices Committee—605 

Flink, S. J.—Dispassionate View of Variable An- 
nuities—1275 

Fluegelman, David B.—The Case of the Two 
Brothers—851 

Flynn, O. Rogers, Jr.—Monthly feature—Corporate 
Finance Analyses 


Trust 


Foosaner, Samuel J.—Monthly feature—Federal 
Tax Notes 
Fowler, Vincent R.—Monthly feature—On _ the 


Energy Front 

Gassett, William H.—Preferred Stocks—Plight an¢ 
Prejudice—563 

Gavin, Gen. James M.—Soviet Economic Challeng 
1110 

Gould, Ernest C.—Mortgage Lending in Canad: 
Today—760 

Hamilton, Charles W.—Necessity for Excellence 
1201 

Harrington, C. F.—Canadian Trust Year in Re- 
view—434 

Harris, Reese H. Jr.—Modus Operandi et Vivendi 
for Estate Planning Team—189 

Harvey, Warren M.—Composite Trusts for Em 
ployee Savings and Investment Plans—92 

Hauser, Philip—Investment Implications of Popu- 
lation Growth—1227 

Pawkins, Edward J., Jr.—Eliminating Problems 
in Administration of Keogh Bill Trusts—738 

Headley, Louis S.—Transforming Power of % 
Will—603 


TRUSTS AND ESTATES 





7 





So n- ~~ > 


— 





le 


p- 


ur 
m 


ts 


p- 
99 


in 





Herbert, Thomas J.—Do Investment Managers 
Over-Emphasize Industry Trends ?—226 

Heyman, Joseph K.—Favorable Long-Term Out- 
look Despite Unresolved Problems—578 

Humphrey, F. L.—Annuity Type Trusts—861 

Iverson, Paul E.—Significant Trust and Probate 
Decisions—1015 

Jackson, O. A.—St. Lawrence Seaway Will Spur 
Midwest Foreign Trade—679 

Jerry, Carman A.—Success 
Canada—430 

Johnson, J. R.—Trust Department 
System—257 

Jones, Richard D.—Trust and Probate Literature 


of Trust Film in 


in a Branch 


—1023 

Johnson, George E.—Future of Variable Annuities 
—1086 

Johnson, R. L.—How Ford Complied with Em- 


ployee Plan Registration Requirements—1245 
Keesler, William F.—Real Estate and Mortgages 
Merit Closer Trustee Scrutiny—218 
Kelley, Elliot G.—Security Transfers Eased Under 
Uniform Commercial Code—94 


Kintner, Charles V.— Constructing Long-Term 
Common Stock Portfolic—1216 
Knighton, R. A.—Investment Powers Re-Exam- 


ined (Canada)—471 

Krystal, Sidney D.—Deferred Payment of Estate 
Taxes—1094 

Lacovara, P. Philip—Effect of Inflation on Trust 
Planning—742; Legislation Affecting Trusts and 
Estates—1020 

Laikin, George J.—Planning Your Estate—8 

Lloyd, R. McAllister—Variable Annuities Vary— 
464 

Lockton, John D.—Pension Trust Growth Rate No 
Threat to Company Control—1114 

Long, Henry Ansbacher—Monthly feature—Invest- 
ment Company Notes & Index 

Losk, Walter—Mutual Fund Accumulation Plans 


—1034 

Martin, Edith M.—Planning for a Career Woman 
—852 

McGehee, C. Coleman—A Trust Policy Handbook 
—1182 


McGorry, William—Pecuniary or Fractional For- 
mula for Obtaining Marital Deduction—422 ; 
Insurance Man vs. Trust Man: A Myth?—830 

Miller, Lee P.—Managerial Bases for Trust Profit- 
ability—184 

Mills, Noel L.—Business Development Ways and 
Means—597 


a wilh 


Mills, Paul S.—What is a C.L.U.?—857 

Monroe, Stuart A.—Coordinating Insurance and 
General Estate—822 

Moore, J. Ben—Estate Planning For Prefessionals 
—847 

Morse, Paul W.—Committee Organization in 
Medium Sized Trust Departments—785 

Nadler, Marcus—Is Creeping Inflation Inevitable? 
—214 

Nicholson, E. L.—The 
Planning Agent—853 

Niles, Russell D.—Change in New York Perpetui- 
ties Rule Appraised—104; Fosdick, Cunningham 
and Chaos: Ways Out cf Apportionment Di- 
lemma—924 

Ohmes, Fred W.— 
—818 

Onderdunk, C. S., I1I—Simplified Methecd of Estab- 
lishing and Operating a Common Trust Fund 
—248 

O’Toole, Martin J.—Insurance Plus 
for Self-Employed Groups—864 

Parker, Fitzgerald S.—An Estate Plan for John 
D. Long—658 

Partridge, Daniel III— 
Transfers by 
1019 

Peeler, Stuart T.— Unsuspected Realization of 
Profit in Estates and Trusts—1191 

Pistcole, W. R.—Internal Trust Audit Control— 
608 

Polasky, Alan N.—‘‘Pour-Over’’ Wills—949 

Pope, Hudson—Fee Schedules as Remedy for In- 
adequate Executor Compensation—442 

Porter, Frank M.—Oil’s Future in Energy Mar- 
ket—776 

Prochnow, Herbert V.- 
cisions—1108 

Purdy, Richard T.—Automobile Revolution and 
American Motors’ Challenge—1224 


Training of an Estate 


“Progressive” Estate Planning 


Trust Plan 


Simplification of Security 
Fiduciarics—Legislation Report— 


-Time for Critical De- 


Putnam, Ellen M.—NALU Approach to Estate 
Planning—850 
Rapperlie, John H.—Personnel Selection Tech- 


niques—1251 

Resor, Robert—Monthly feature (beginning June) 
—On the Energy Front 

Rohlf, Orville A.—Uses of Short Term Trusts— 
1136 

Rooney, Martin E.—Hard Investment 
Make a Trustee Trilemma—468 

Rosenfeld, Moses W.—Tax Savings Through Pseudo 
Corporation—316 


Choices 


Sadler, William S., Jr.—Tested Technique for 
Selecting Trust Department Personnel—197 

Sargent, Paul B.—Anatomy of an Estate Plan— 
843 

Sayer, B. Raymond—Ccordinating Industrial De- 
velopment With Community Growth—380 

Saywell, Harold A.— Correlating Personalized 
Services—432 

Seal, Hilary L.—Monthly 
Profit Sharing Digest 

Short, Reginald C.—The Family Trust—418 

Slowinski, Walter A.—Estate Tax Exemption of 
Foreign Real Estate—97 & 175 

Smith, F. M.—How To Operate A Business—1141 

Smith, M. W.—Dissent from Current Investment 
Philosophy—1273 

Snowden, Guerry—Seven Don'ts in Trust Invest- 
ment Policy—576 

Stallings, Norman—Choosing Foreign Forum for 
Probate and Administration—940 & 945 

Stanford, Carl E.—Stocks or Insurance ?—826 

Sutter, William P.—Simplification of Income 
Taxation of Estates and Trusts—964 

Toupin, Arthur V.— Handling Self-Employed 
Funds—254 

Trachtman, Joseph—Aloha Nui Loa Approach to 
Estate Planning—795 

Treman, C. E., Jr.—Bank Fiduciary Fund for 
Multiple Bank Participation—244 

Vrionis, George S.—Insurance Plus Trust Plan for 
Self-Employed Groups—864 

Waidelich, A. T.—Coordinating Industrial 
velopment With Community Growth—380 

Webb, H. H.—Public Relations “Doing What 
Comes Naturally’’—439 

Weed, John B.—Valuation Rules Changes—312 

White, Theodore S.—Trust Growth in Bermuda— 
496 

Whyte, R. S.- 
Canada—889 

Wilson, Jesse E.—Tomorrow’s Trust Officers—1144 

Wolf, G. Van Velsor—Drafting 
Trust Wtih Pour-Over Will—997 

Woods, Charles A., Jr.—Informal and Consular 
Administration of Estates—1007 

Zack, Otto J.—Administrative Aspects of Powers 
of Appointment—1090 

Zuber, John M.—The Modern Estate Council—860 

Zukoski, Charles F., Jr.—Trustees and the Bar— 
546 


feature—Pension and 


De- 


-New Pension Regulations in 


an Insurance 





Advertising & Promotion 


I SER ai gore on deiecacaageree-nusabowindes 948 

Kennedy Genciewe, Enc. ................-........-.... 319 
Appraisers & Buyers 

American Appraieal Co. .............0...0s-se0cese--<s- 1278 

Globe Merchandise Trading Corp. ............ 731 

UR I a a eects 831 


Parke-Bernet Galleries, Inc. 
Sotheby’s of London 





Appraisers & Buyers—Coins 


I a RE 8 a ee ola 1270 
Appraisers & Buyers—Oil Properties 

OUI 8 sccicscecensscccasandecdasossinaaceeass 1131 
Appraisers—Stock 

Management Planning, Inc. ...............2-------- 274 
Corporation & Financial Notices 

IR TA, TIE ois cnscncensinnscacsasscessnassse 1116 


Air Reduction Co., Inc, ............. 
Allegheny Ludlum Steel Corp. . 
Fe eS eee 763 
Allis-Chalmers Manufacturing Co. 

American & Foreign Power Co., Inc. 
American Electric Power Co., Inc. 

Anaconda Co. 
ve. eee ee 
Baltimore Gas & Electric Co. 
Central and South West Corp. 
Central Illinois Public Service Co. 
Cincinnati Gas & Electric Co. 
C.1.T. Financial Corp. 
Cities Service Oil Co. 
















Columbia Gas Gyetem, Inc. .........-..<-.........-- 1051 
TORE TAREE NSO), nsasnndenennsyscnsnceséssdccens 235 
Consolidated Natural Gas Co. ..................-..- 1051 
CNN FR i i a inecccnscsceccscnabovoventens 1208 
Dayton Power & Light Co. .............-.:s0-++++- 1115 


Detroit Edison Co. 
Diamond Gardner Corp. ......-....------- 
Electric Storage Battery Co. 
El Paso Natural Gas Co. 
Federal Paper Board Co. 
PS 

Florida Power Corp. .. 

General Electric Co. 
General Mills, Inc. -.. 
Glidden Co. 


Inc. 











DECEMBER 1959 


INDEX TO ADVERTISERS 


See page 1294 for Banks and Trust Companies 


(Page of latest insertion is shown) 


Goodyear Tire & Rubber Co. 
Gould-National Batteries, Inc. 
Ww. 





Pe never 
International he Th Machines Corp....... 1117 
Wee TI FDS, anionic nn cnccsscenise<oncnane 1225 
Kennecott Copper ee ns ET AT 1225 
ED Ee ..1234 
P. Lorillard Oa ai eRe 1223 
Middle South Utilities, Inc. -...................... 1223 
National Distillers & Chemical Corp. ........ 1117 
Pncwe Gist Be TasCtGe CO. .n.w..cccccocsnscossesnssc 1051 
eo ee RS ere 1117 
Public Service Electric & Gas Co. ................ 1208 


go 
| eee 

R. J. Reynolds Tobacco Co. 
Southern California Edison Co. 
Southern Natural Gas Co. 
Standard Oil Co. (Indiana) 
Standard Oil Co. (Ohio) 
Tennessee Corp. 
Tennessee Gas Transmission Co. 
Te TE I FN. onanen nn cnccccsnccncascesiess 1225 
eg a ee rerrr er renee 
United Fruit Co. 
United States Steel Corp. 
United States Lines Co. 
Utah Power & Light Co. 











Virginia Electric & Power Co. .................... 456 

Went Penn Miecteic Co.. ...:............................ 1208 

Westinghouse Air Brake Co. ..................--...- 341 

Yale & Towne Manufacturing Co. ................ 1208 
Financial Services 

Standard Research Consultants, Inc. ............ 1256 
Heir Tracers 

American Archives Association .................... 983 

Tracers Company of America .................... 1206 
Hospitals 

ROURER TOURIIEE |x... 53225 iccnnsccoscccessesccnaiecs 1255 
Hotels 

I TI osiiirocesssscassacrasnssmindeatnsnssten 1280 

ON 8 EET ee ee 1153 

General Oglethorpe Hotel ............................ 386 

SINE IID 0 0n5dscmntesdncsessincessonccsesshatinens 1241 
Insurance 

Connecticut General Life 

SE = et rane eee Dec. 4th Cover 


1959 


Investment 


Blyth & Co. ..... 
Burnham & Co. 


Dominick & Dominick 





NE OE I oo saitishurcegnicobeaamnanheteabantesaeed 1219 
Eastman Dillon, Union Securities & Co. ....1237 
oe ee eee ee 1 








Fiduciary Mutual Investing Co. 
SNe «IR IS oon snescahascctkincsenieadbans 
Halsey, Stuart & Co. Inc. ...... 

Johnston Mutual Fund, Inc. .. 

Kidder, Peabody & Co. 
Lazard Freres & Co. 
Lehman Brothers 


Carl M. Loeb, Rhoades & Co. .................... 1126 
RMS Ts. Be Oe ia, NE, ncdenicecvsccnosxasninn 586 
ee a a Ee 1231 
OE =e eee eee eee 237 
i Een SS 231 
Mercer Management Corp. ................-..----- 1232 
Merrill Lynch, Pierce, Sumi & Smith ...1119 


ee ee eis 1217 


National Association of Investment Clubs ....1040 
North American Securities Co. -................. 1122 
, A OE 483 


R. W. Pressprich & Co. 

Reynolds & Co. pediaiel 
Smith, Barney & ‘Co. 
Stein Roe & Farnham 
Studley, Shupert & Co., Inc. ....... 


aaa. 577 
Wentere, Tipigne GaQ es aiscvccnieciedscscconisceaahocess 1228 
bk RR ine emer Sd EE ser. 1137 
Arthur Wiesenberger Co. .....................-....-- 1105 
William Street Sales, Inc. ............................ 584 


Office Supplies 
NE I i gion L apts sun heh spienteeddeinaenaaeeee 1205 





NO. “TA WB isi cs ssisscccmensieeeee 1095 
Publishers 

Baker, Voorhis & Co., Ime. ...........0.ccccccccscess 827 

Callaghan & Co. ............... 975 

Columbia University Press ............-..........2.. 950 

Commerce Clearing House, Inc. ...1197 





Farnsworth Publishing Co. -........0...00.000..... ae 390 
Harper & Brothers ......... 313 
Lofit Publications, Inc. -............... Dec. 2nd Cover 





1293 








Vol. 98 


BANK AND TRUST COMPANY ADVERTISERS 


1959 


The Banks and Trust Companies listed below, whose advertising during the past year has also supported the work of 
TRUSTS AND ESTATES in serving the interests of fiduciaries, are especially qualified to handle trust business in their area. 


Birmingham ALABAMA 


Birmingham Trust National Bank 
First National Bank 





Mobile 

Nn ssnuacebenddnnjponmcnncsctin 619 
Merchants National Bank ................-...........-..+. 612 
Montgomery 
ER Re een 1284 
Phoenix ARIZONA 

First National Bank of Arizona .....................- 1262 
pS SAE a en ee ee 1252 
Los Angeles CALIFORNIA 


I ns co cwcmanemacnaion 
Citizens National Bank .......... 
Security-First National Bank 
Title Insurance & Trust Co. 
Union Bank 
San Diego 
First National Trust & Savings Bank ................ 1019 
San Francisco 

I IE oo sas seececichcscbwaccecsenccsesese 1151 
Bank of America NT & SA .... 
Bank of California, N.A. 
Crocker-Anglo National Bank ... 
SS EE eke ee Ee 








aaa COLORADO 
Denver United States National Bank .............. 999 
a eee 1285 
Bridgeport CONNECTICUT 

Connecticut National Bank .............0.....02......... 1076 
Hartford 

Connecticut Bank & Trust Co. ........................ 835 
Hartford National Bank & Trust Co. .............. 967 


New Haven 

First New Haven National Bank .................... 1258 
Second National Bank 
Union & New Haven Trust Co 
Stamford 





Deaeenn Comte Trust: Co: .....:....................... 976 
National Bank & Trust Company 
ener nee 1277 


Wilmington DELAWARE 


PE PUTO oon nicscns2issnccccescaccscasscacssese 
Delaware Trust Co. 
Wilmington Trust Co. 


DISTRICT OF COLUMBIA 








Washington 

American Security & Trust Co. ............0....22..... 1262 
National Savings & Trust Co. ......... 
ES SS a ee 891 
Tenedin FLORIDA 

RT INE SI i wesc cdcecnscocnonasbcnsceaceosiecs 1285 
Ft. Lauderdale 

I I I coon eda ccacnccbnnnvcececccests 263 
Jacksonville 

Barnett National Bank ....... Lede wibshebahcpatvanSobsanen 1247 
Miami 

First National Bank ................. siucesguauccdgustes tae 624 
Miami Beach 

Miami Beach First National Bank .................... 1266 
Tampa 

@acnange National Bank ......:.......................0.... 601 
Atlanta GEORGIA 


First National Bank 
Fulton National Bank 
neue GCampany of Georgia ........................:... 1193 


tines ILLINOIS 


American National Bank & Trust Co. 
Chicago Title & Trust Co. 
City National Bank & Trust Co. 17 

Continental Illinois National Bank & Trust Co...1089 
First National Bank 1178 
Harris Trust & Savings Bank 
Northern Trust 











Indianapolis INDIANA 

pS a aE 1284 
Des Moines IOWA 

Central National Bank & Trust Co. .................. 13 
Iowa-Des Moines National Bank ...................... 1149 
Louisville KENTUCKY 

Citizens Fidelity Bank & Trust Co. ................ 1148 
Baltimore MARYLAND 


Fidelity-Baltimore National Bank .................... 
First National Bank = 
Maryland Trust Co. 
Mercantile-Safe Deposit & Trust Co. 





Boston | MASSACHUSETTS 

Boston Safe Deposit & Trust Co. .................... 1013 
National Shawmut Bank .........................2........ 1001 
1294 


(Page of latest insertion is shown) 


Cid. Galony Deust Co... .......2.20c-....t0c. Dec. 3rd Cover 
Second Bank-State Street Trust Co. 824 


Cambridge 

ETI No. cv sccecanesnapaakcuscanapenen 1278 
Worcester 

Worcester National Bank ...............................- 514 
Bay City MICHIGAN 

Peoples National Bank & Trust Co. ................ 1200 
Detroit 

Datrot Bank & Trust Co. ........................--.---.. 839 
Manufacturers National Bank ........................ 1273 
Ieatione! Bane Of TIS .......-..........cc..ccnscccnns 1168 


Minneapolis MINNESOTA 


RI on eis ccocistnaccaaaacoos 
Northwestern National Bank 


St. Paul 





PEE ONG TION oan saan ca ciccadeooncsacconenss 106 
ills MISSISSIPPI 

Deposit Guaranty Bank & Trust Co. .............. 977 
RR UIE, TN on chr iiccn nent nnccanscthaionns 545 
Kansas City MISSOURI 

City National Bank & Trust Co. .................... 1154 
PRIN INE FNRI occ vecvnecn cess ccnecctnteinccdse deen 1259 
St. Louis 

SE 3: ee ee eee 1287 
Be. Meare Wa Tet OO. q..w.... 5. .occcic cc ccce es 1244 
Sh NEVADA 

First National Bank of Nevada ........................ 1263 


Hackensack NEW JERSEY 
Peoples Trust Company of Bergen County ...... 1270 


Montclair 

Montclair National Bank & Trust Co. ............ 703 

Morristown 

Trust Company of Morris County .................... 1017 

Newark 

DE | a a 925 

National Newark & Essex Banking Co. ........ 938 

UII III IIE 6 oo snes aeeenncicesdacassosun’ 1059 

Paterson 

First National Bank of Passaic County ............ 1165 

Plainfield 

Plainfield Trust State National Bank ............ 1160 

Princeton 

Princeton Bank & Trust Co. ................... a Ane 1000 

Summit 

i ee ee ee 989 

NEW MEXICO 

Albuquerque 

Albuquerque National Bank ............................ 1151 

Binghamton NEW YORK 

Marine Midland Trust Company of 
eS enn 1274 

Brooklyn 

eee eater “Erdet 6, ...<.---.-..05s..c.secesccncaraase 246 

Buffalo 

Marine Trust Company of Western New York 108 

New York 


Bank of New York 
Bankers Trust Co. 
Brown Brothers Harriman & Co. ... 
Tee eetmttem BAM q...........02..00000..c00-5-n202- 
Chemical Bank New York 
Trust Co 
Fiduciary Trust Co. 
First National City Trust Co. 
REUINND PIIIRUIEE NOMEN, nissan cnnnsncennccucccsacsscocioas 
Hanover Bank 
Irving Trust Co. 
Manufacturers Trust Co. 
Morgan Guaranty Trust Co. 6 
United States Trust Co. ................ Nov. 2nd Cover 
Rochester 
Genesee Valley Union Trust Co. 
Lincoln Rochester Trust Co. 











I I ooo ook cca sancvakvencnanccuarenuse 241 

Syracuse 

Marine Midland Trust Company of Central 
a) SE A ee ere 29 

Watertown 

Northern New York Trust Co. .............0...0...... 628 

NORTH CAROLINA 

Charlotte 

American Commercial Bank ............................ 1246 

Akron OHIO 

I IID MINN Soon ioc. cc enacenecactoccascucenndace 900 

Cincinnati 

RN I asc e coe sceenladbacecal 942 

art BPeee WOR TLUSt Co, .....2c.... cece cnsccnccant 1169 


Cleveland 
ND eae 901 
Cleveland Trust Co. : 
National City Bank 





Columbus 

RR 908 

Toledo 

ee I, on ee 256 
PENNSYLVANIA 

Philadelphia 

Fidelity Philadelphia Trust Co. -...............0....... 1249 

First Pennsylvania Banking & Trust Co. ...... 1282 

Girard Trust Corn Exchange Bank .............. 1261 

Liberty Real Estate Bank & Trust Co. .......... 1265 

Provident Tradesmens Bank & Trust Co. ....1240 

Pittsburgh 

Mellon National Bank & Trust Co. ................ 47 

Pisuuren Wational Bank .................<.....0.....<00 1203 

Reading 

ee So, ae 1045 


Providence RHODE ISLAND 
Industrial National Bank ............................... 1250 


Rhode Island Hospital Trust Co. .................... 1242 
Columbia SOUTH CAROLINA 

Citizens & Southern National Bank ................ 613 
Chattanooga TENNESSEE 

American National Bank & Trust Co. .............. 595 
Knoxville 

Midelity-aunkers Trust Co: ..:...:-.......:.......-..... 264 
Memphis 

an I oo ose an ac sscnesntacuncascad 1049 
National Bank of Commerce ..........................-- 1240 
Union Planters National Bank ........................ 1026 
Nashville 

Cosmereren TWarie: Tele: <2... -.o0cccnc.c0.0ccess0.csenee 81 
Third National Bank ................ hE EE 906 
Dallas TEXAS 


Ns PII IN a osc anc censionasacandasevenseustz 
Mercantile National Bank ... 
Republic National Bank 





Fort Worth 

BU INN, RI go ois cee scccsncccyansdoasedectoecenn 986 
Fort Worth National Bank .....................2.......... 195 
Houston 

Bank of the Southwest, N.A. .......................... 265 
Maret “Sty Deeteenel BOWE: ........----...00-0005.secccece- 549 
Howton Dea O. tot Go. .....:.................-.. 933 
National Bank of Commerce ........................... 1175 
Charlottesville VIRGINIA 
er 1266 
Lynchburg 

First National Trust & Savings Bank ............ 543 
Norfolk 

National Bank of Commerce ..........................- 904 
Seaboard Citizens National Bank .................. 633 
Richmond 

URI gnc binnenunmbonne 250 
First & Merchants National Bank .................... 1170 
State-Planters Bank of Commerce & Trusts.... 639 
Roanoke 

First National Exchange Bank ..................... . 619 
Seattle WASHINGTON 

National Bank of Commerce .......................----- 990 
Seattle-First National Bank ..........................-- 1281 
Charleston WEST VIRGINIA 
ee eee one 918 
Milwaukee | WISCONSIN 

First Wisconsin ‘Trust Co. ...........-................:..- 1009 
Marine National Exchange Bank .................... 1286 
an BAHAMAS 

Bank of Nova Scotia Trust Co., Ltd. .............. 607 
Hamilton BERMUDA 

Bank of N. T. Butterfield & Son Ltd. .......... 138 
Halifax CANADA 

I INN 5.9. 5.x ie psiccicniAcassacgsrnanacntes 458 
London 

a EE ee eae en ee ee 440 
Montreal 

Administration & Trust Co. .20.00.....000...0.ceeeeeee 441 


Montreal Trust Co 
Royal Trust Co. 
Toronto 

Canada Permanent Trust Co. 
Crown Trust 
Guaranty Trust Co. 
National Trust Co. 
Toronto General Trusts Corp. ..................2.------ 1170 





TRUSTS AND ESTATES 





vite 






New England’s favorite friend of the family 


It’s a matter of record that New England’s most 
sought-after candidate for the position of executor, 
trustee, guardian or custodian is an Old Colony Trust 
officer. We like to think it’s because his experience and 
ability are sharpened by his sense of personal involve- 
ment in the lives of those he serves. 

To the busy executive, he may be a trusted counselor 
and partner in strengthening the family’s financial 
position. To the widow with three children, he may be 
an indispensable friend and guardian. To the young 
married couple, he may be a “Dutch Uncle” — his 
advice sometimes unpopular, but always respected. 

This motivation has made Old Colony the largest 


trust institution in New England . . . and one of the 
very largest in the whole country. Think upon this the 
next time a client — or you, yourself 2 

— require personal trust or 

investment services. 


OLD COLONY 


TRUST COMPANY 


ONE FEDERAL STREET, 
BOSTON 6, MASSACHUSETTS 


Allied with 
THE First NATIONAL BANK 
OF BOSTON 








Attorneys can understand his work... 


Intensive preparation is a particularly vital part of 
the Connecticut General man’s work. . . 

You'll realize this on his very first visit. The notes 
the CG man brings represent hours of fact-digging. 
These facts reveal the special problems of one of 
your clients. 

The purpose behind his study is to pave the way 
for solving these problems so that your client can 
attain his goals in life. To this end, where neces- 
sary, the CG man will make sound suggestions for 
use of assets along more productive lines. 

Nothing factual is left to the imagination. It’s all 





there for you in the CG man’s study — inviting 
your analysis and your counsel for the benefit of 
your client. 


Behind the CG man’s efficiency lies an honest de- 
sire to be of help. Often, from the first meeting 
grows a rewarding relationship with you and with 
your client that lasts a long, long time. 
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